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INTERNATIONAL APFAIRS 


BRIEFS 


YUGOSLAV-ALBANIAN TRADI--Trade between our country and Albania is developing 
satisfactorily, on the whole, although in the first 9 months there were cer- 
tain problems. In this period $111.5 rdllion worth of goods was trade, with 
Yugoslav imports $6 million more than Albanian imports from Yugoslavia. Ac- 
cording to the commodity lists, Yugoslavia should export about $30 million 
more and Albania about $20 million more to meet the planned $160 million for 
this year. It is expected that the plan will be carried out. Partners from 
Albania are expected [in Yugoslavia] after 10 November to negotiate the 1983 
trade agreement. [Excerpt] [Belgrade PRIVREDNI PREGLED in Serbo-Cr atian 
30 Oct-1 Nov 82 p 12) 


YUGOSLAV-USSR TRADE--According to the protocol for this year, of the $5.6 
billion worth of goods to be traded, Yugoslav exports would account for $3.1 
billion and Yugoslav imports $2.8 billion; by 25 October a trade volume of 
$4.75 billion had been achieved, with Yugoslav exports amounting to $2.65 
billion and imports $2.10 billion. In commenting on the results, Jon Srbovan, 
FEC member, stressed in his report on the Yugoslav delegation visit to the 
USSR 15-20 September 1982, that it was essential to realize the goals and ad- 
vance further, but that far more attention should be given to quality, dead- 
lines, and prices in the future. [Excerpt] [Belgrade PRIVREDNI PREGLED in 
Serbo-Croatian 5 Nov 82 p 1] 
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CZECHOSLOVAKIA 


ROLE, TRAINING OF FUTURE TECHNICIANS DISCUSSED 
Prague NOVA MYSL in Czech No 9, approved for publication on 5 Aug 82 pp 63-73 


{Article by Jiri Klima, rector of Czechoslovak Military Institute of 
Technology [CVUT]: "Responsible Mission of Technical Intelligentsia in 
the Development of an Advanced Socialist Society" ] 


[Text] We live in a period of rapid development of science and technology 
which affects all spheres of life of the society. In order to promote the 
impact of scientific findings on production in real time, we must mobilize 
and incorporate into the process of universal overhaul of production forces 
all the creative resources of the society. While a relatively narrow 
stratum of scientific and technical intelligentsia sufficed at the level of 
mechanization toward multiplying of social wealth, whereby the creative 
potential of a huge mass of producers was used merely for routine, partial 
service-type tasks, a developed socialist society is characterized by a 
sharp increase in the level of qualification of all active manpower. 

After all, the economic policy of a socialist country can materialize only 
if it becomes an integral part of everyday life through the efforts of many 
individuals and collectives... For that reason, one of the key roles played 
in transformation of scientific and technological findings into practice 
accrues to activation of all participants in these processes. 


An important and irreplaceable role in scientific and technical development 
is played by technical intelligentsia. It is up to the latter how the 
horizons of our knowledge will expand and whether practical experience will 
approach the level of that knowledge, i.e., to what extent will scientific 
and technical findings become applied to everyday life. Of extreme 
importance to the technical intelligentsia is its relation to the key 
creators of all values, the workers class, which now represents in our 
country more than 80 percent of the entire populace. That is also why the 
16th CPCZ Congress was fully justified in pointing out that the workers 
class represents an enormous source of creative power and talents. 
Throughout the existence of the socialist state there kept growing up 
numerous cadres of highly qualified workers with high school educations 

who are connected with automated production. An important part of their 
operational efforts is represented by mental work. There is a constant 
numerical increase in skilled labor and a decrease in unskilled labor. 
However, these changes in skill and increased level of qualifications of 























workers do not obscure the tact that the worker scill remains the direct 
producer of material values and that he is directly connected with 
industrial production. 


The originator of an idea, a corcept of how to design or improve a given 
production process is a technician. From this viewpoint, the worker is then 
not only the creator of all material values of the society, but also the 
actual implementor of proposals brought up by an engineer, a technician. 

[n this manner, the technician-worker relationship becomes a personified 
torm of the final phase of the science-research-development-—production cycle. 
It is, at the same time, obvious that the worker need not be familiar with, 
e.g., integral calculus, but that he must be extremely proficient in 
handling his working tools and that the quality of his work lends the final 
material shape to a technician's creative idea. We do not overlook the 

tact that leading workers actively participate in the movement of expeditors, 
improvers and inventors. 


This problem was very aptly summed up by Academician V. A. Afanasyev when 
he commented: "To create--that means to construct, build, generate material 
and spiritual values that make life of the people easier and bring them joy. 
Therefore, a good worker who operates a machine tool, builds a house, or 
performs some other extraordinarily needed work, work which the country is 
in need of, is much more of a creator than an untalented artist, actor, or 
scientist. Creative activity is the privileged right of man, the true 
performer, and not of some university diploma or a docent's letter cf 
appointment...For example, a machine tool does not mean less to a qualified 
contemplative worker than does an instrument to a scientist or a score to 

a conductor." 


Scientitic and technical development at the current stage of development of 
socialist society is the determining factor of intensification of the 
national economy and the most significant source for growth of the social 
productivity of labor. While in the latter haif of the seventies any 
increments achieved through application of modern science and technology 
could be regarded as a mere contribution to the results obtained through 
increments in labor and material sources of production, now technical and 
scientific development is the decisive and in some cases, for all practical 
purposes, the only source of economic development. The basic qualitative 
change consisting in the fact that the overall volume of raw material and 
energy sources used in the national economy is limited and that the prices 
of these resources are permanently increasing, must become projected not 
only in the overall structure of continued development of production, 

but also in the extent and intensity of scientific and technical development, 
because this is where Lies the path leading toward systematic reduction of 
the demands on materials and energy made by production and other activities, 
as well as the path toward reducing the price and improving the quality of 
products. 


The progress of the scientific and techuical revolution is accompanted by 
a qualitatively new development of science, based on knowledge of the laws 
of internal structure of mass, transfer of human activities to synthetic 














managemen. of the production process devised by man and the process of 
automation of basic activities. Also from this viewpoint is logically 
coming to the forefront the problem of the role of the subjective factor-- 
man. 


Our sub. onscience has aiready accepted the fact that we must learn how to 
produce more efficiently, chat we must economically manage energy, materials, 
the soil, etc. However, heed is not always paid to the necessity for 
effective management of human thought. The essence of every product, its 
technical and economic level, its marketability is based on thought, be it 

in the torm of an exquisite extraordinary idea, or in the form of tens of 
smaller ideas relating to individual details which in their sum create 
quality, i.e., a certain complex. Thought is the most valuable factor in 
ecouomics. 


Development of education and of qualification is one of the requisite 
conditions for improving the productivity of social labor, proliferating 
the volume of society's material yoods, particularly in a situation when 
the natural sources of manpower, given by the population, have already 
been fully exhausted. The principle which already applies today--and will 
apply even more in the future--is that the most effective investments are 
resources invested into education. This idea was underlined in 1968 by 

L. I. Brezhnev in his address at the all-union congress of teachers when 

he said: “Even today, economic potential and outlook of economic development 
are judged not only by the reserves of usable minerals, energy sources and 
other conventional criteria. Without detracting from their role, we are 
fully justified in saying that increasingly greater importance attaches to 
such indicators as the number and, of course, the level of training and 
qualification of workers, engineers and scientists. And, if we talk about 
the future, then also the development and quality of educating of pupils 
and students who in several years will supplement the ranks of personnel in 
industry and agriculture, and those of our intelligentsia...Knowledge 

and human genius are becoming in our time the most important sources of 
progress and strength in every country." 


The objective of all labor is creation of needed utilitarian values. 
However, the objective should alsw be improvement of the efficiency of 

such creation. After all, the same effort under changing conditions has 

a different level of effectiveness. Desirable results can hardly be 
achieved by letting production follow the formerly accustomed to and 
well-beaten tracks. On the other hand, human knowledge is constantly 
undergoing change and development, is enriched by new findings, experience, 
new discoveries and possibilities. It follows from the above that one of 
the prerequisites of high efficiency of labor is utilizing the results of 
human cognition to the highest possible extent. In the production process, 
its organizers, workers and technicians should strive to achieve the highest 
possible measure of perfection in mastering operational processes and, thus, 
also high productivity of labor. That naturally applies to the entire 
period for which the market shows interest in a given product, for which 

it is not supplanted by another, better product, or for which there is no 
other more expedient production process. 

















However, if there appears a possibility for devising a new producti with 
improved technical and economic features, or for implemen’ing another, 

more suitable production process, then the interest of producers who go 
along with the same old product or production process comes into conflict 
with societal interests. This then produces a situation in which it depends 
on the organizers of production--technical and economic personnel--whether 
they became aware in time of the scope and significance of the occurred 
changes and adapt themselves to them, or whether they will keep 
procrastinating. While following the same "well-travellied track" may be 
comfortable for an enterprise, it retards the society's efforts for desirable 
improvements in the level of efficiency, leading to reduced compatibility 

of products on foreign markets and, in quite a few instances, also to higher 
consumption of materials and energy in comparison with the new product or 
production process. This justifies the requirement which calls on every 
participant in the production process to contribute to improved efficiency 
of production. An absolute majority of them can understand this. But there 
are already fewer of those who know how and in what way they could contribute 
toward meeting this task. It is the task primarily of key managerial 
personnel not only to seek such ways and potentials in the specific 
conditions of a given facility, but to systematically implement them. 

fhis presupposes at the same time that part of their high level of political 
and protessional qualification be also constituted by their capability of 
also assuming a certain amount of risk in management and decision-making. 
“Qur pressing need is that managerial personnel show more flexibility, 
healthy enterprising drive and that they be not afraid of assuming a 
calculated risk," says the Report on Key Directions for Economic and Social 
Deveropment of the CSSR for the Years 1981-1985 presented at the 16th CPCZ 
Congress by Comrade Lubomir Strougal. 


Even aduption of new technology need not always translate into a contribution, 
if it is not accompanied by a change in the accustomed line of thinking. 
This could be illustrated by the approach of quite a few organizations to 
utilization of computer technology. While the key intent for use of this 
technology ought to be an upgrading of the level of scientific management 
of production, the computer programs contracted for processing are often 
limited to data acquisition regarding past development in longer 
chronological stages. This is an obvious failure to utilize the potentials 
of computer technology which in short intervals of cime can provide 
information facilitating decision-making about what must be done, what 
approaches to select toward achieving an optimum resuit. The fauit does 
not Lie with the technology, but with the people who do not know how to 

use it. That also shows the absence of a change in thinking. 


The level of a production process is determined in a decisive measure as 
early os during its preparation, the efforts of the research and development 
base, the efforts ot planners and designers. 


A planner should propose and deal with operational sets and systems as a 
whole, see to it that productivity of labor in future operation of these 
sets and systems be as high as possibie. He should deal comprehensively 
with the technology of production of the required products, from supply of 























raw mater:7ls to shipping o£ finished products. After implementation of the 
technology proposed by him, he should select the most suitable production 
machinery and equipment, deal with the problem of their cptimum composition. 
A planner proposes not only new plants, but on the basis of new scientific 
and technical findings also modernization of existing operations. In his 
efforts, he should consider working with concepts looking ahead 20 years 

and more. 


The quality of a planner's efforts decides how effectively practice will 
reflect che effects of advances made in science and technology. Of course, 
the stumbling block is sometimes constituted by the fact that implementation 
of a project takes on the average 5-6 years or more and that the technology 
proposed by the planner becomes obsolescent soon after. 


At the present time, when we see a reduction in the number of newly Launched 
construction projects in favor of overhaul and modernization of existing 
capacities, there is a significant increase in smaller projects dealing 
primarily with moderniza:ton equipment in existing installations. This fact 
calls for a special approach to such projects. One of the basic principles 
which tinds a widening scope of applications is a systematic approoch to 
the planning of projects. This approach, coupled with use of computer 
technology directly in che planning process, makes it possible to create 
the basic prerequisites for dealing comprehensively with the given problems. 


A no less significant role in the preproduction stage accrues also to design. 
The designer proposes new machinery, instrumentation and technical equipment. 
The demanding and, in a certain respect, new requirements on the performance 
of our designers are given by the keen competition of production technology 
on the international market. It must be openly admitted that in only very 
few instances can we be proud of outstanding products which would enable 

us to take advantage of price relations on the world's markets. 


One of the cardinal approaches to improving che situation is to eliminate 
the shortage of designers in developmental design. Their share in the total 
number of workers in the sector amounts to 3-4 percent, while in the case of 
important foreign manufacturers designers represent about one-tenth and in 
development of particularly complicated machining production systems even 
one-fourth of all personnel. That is an understandable reaction to 
significant changes in production technology and mass appearance of 
microelectronics. Development of electronics and its application is at the 
present stage one of the key factors determining, from the technical 
viewpoint, further intensive development of the national economy. It is a 
determining factor, because we do not know of any other technical means 
that would facilitate realization of societal intents in utilization of 

raw materials and energy, improvements in the productivity of labor and 
utilitarian value of products as effectively as electronics. Penetration 
of electronics into the national economy, or the so-called electronization 
process, is a worldwide trend. 


The slow rate of el<ctronization in our country in comparison with the 
worldwide standard is one of the causes of our difficulties with exportation, 




















particularly in regards to traditionally exported machining products. 

While the share of electronics increased in the CSSR in the total volume 

of machining production in the years 1965-1980 from 3.8 to 6.9 percent 
(microelectronics accounted for only a minimal share of this increase), 

the worldwide trend was substantially faster. Our machine building plants 
keep finding out with increasing frequency on foreign markets that the share 
of microelectronics in the consumption of electronic parts in the form of 
electronic complementary assemblies and accessories is a measure of capacity 
for innovation and, thus, also an indicator of the capability to survive in 
international competition. 


For a well thought-out permeation of electronics into all sectors and branches 
of the national economy it is imperative that into the foreground of our 
atcention be included, to a much greater extent than has been the case thus 
far, primarily the technical level of followup productions, technologies 

and products, cadre and skill-oriented preparation of personnel in 
preproduction and production stages, organization and management, etc. 

There must be sufficient time lead in dealing with these tasks. 


This requirement, used only as an example, elucidates the extraordinarily 
important role of management in general, and of comp-ehensive management in 
particular, including the process cf societal development in all its 
ramifications. 


Management is the most effective tool for improved utilization of available 
resources. It does not even call for any additional investments or any other 
material costs. Improving the system of management is not a one-time project, 
but a continuous process which calls on management personnel to constantly 
familiarize themselves with the findings of modern science and technology. 

It also requires from them the so-called strategic thinking, i.e., primarily 
flexible thinking, systemic thinking, a capability to fuse exact and intuitive 
thinking, the ability to concentrate on the key factor. In addition to an 
ability to foresee new potentials and risks in development, it stands to 
reason that a good manager must also possess a certain degree of courage 
which is indispensable for decision-making. 


These specific requirements on managerial personnel are a logical consequence 
of the process of the scientific and technological revolution itself, which 
does not permit mere extrapolation of past trends; on the contrary, it calls 
for an orientation toward perseverance in overcoming, implementing significant 
changes in the technolog, ot production and in the entire process of economic 
renewal. At the same time, it must be emphasized that faulty and ipcompetent 
decisions (especially for the ‘ong range) lead to losses, underutilization 

of resources, accumulation of ineffective investments, etc. 


Effective management of resources also incorporates dealing with the problem 
of product quality. Raw materials, energy, human labor that were expended 

on the production of a reject, were expende’ in vain. They represent a loss, 
in the best of cases it becomes necessary 10 expend additional resources to 
repair a defective product. Quality of provucts today can be controlled by 
conventional means only with difficulty. It calls for using modern, systemic 

















methods «ich deal with the problem of quality in the terms of the 
comprehensive production process as a whole. 


In this context, we should point out the role of technical norms for 
intensification of the production process. It is so, because they indicate 
the measure of demand on quality management of resources and, if they reflect 
the results of completed and implemented research and development tasks, 
represent a specific form of linkage in the science-research-development cycle 
and production. 


The mentioned demanding tasks for the development of our economy also become 
prominently reflected in the sphere of preparation of technical engineers, 
in the activities of technical colleges. 


Tasks of the education system are based on the familiar Leninist postulation 
to make our school system the mainstay of socialism, to prepare the young 
generation in keeping with the needs of the socialist society, with the needs 
of the developing economy and of the individual spheres of social life. 

This objective can be reached only on the basis of respecting the principle 
of unity of education and instruction, on the basis of systematic improvement 
of the quality of the entire process of education and instruction. This 
applies to schools at all levels, to include institutions of higher learning. 


Basing its efforts on this strategic approach. the CPCZ orients institutions 
of higher learning toward their key task: provide all-round education for 
specialists in individual spheres of social life who will be familiar with 
the Marxist-Leninist theory and methodology, capable of applying it in 
practice, capable of a systemic approech to problems in their own field 
and capable of analyzing and critically assessing practical findings. 

It involves education of truly socialist specialists, capable of creatively 
applying the obtained theoretical knowledge in specific professional 
activities and developing them further for the benefit of the socialist 
society, who can guide and lead their coworkers toward accomplishment of 
tasks and tend to improving their qualifications, their political and 
cultural level. 


The continuing development of our socialist society is accompanied by positive 
qualitative changes in all spheres of life. Institutions of higher learning 
also reinforce their socialist character and improve the quality of their 
efforts in the spheres of political ideology as well as pedagogy. Transition 
of science into a decisive and direct productive force is a social process 

in wnich institutions of higher learning significantly participate and which 
affects them in return. In connection with the prospective needs of our 
society, there is now underway a reassessment of the entire network and 
structure of our system of institutions of higher learning, orientation of 
study, its length, the requisice degree of specialization of graduates, 

the curriculum, as well as the optimum approach to having proliferation of 
findings and changing requirements affect and continuously rectify the 
process of education and instruction. 

















Restructuring of the curriculum should not be a one-time project, it should 
take the form of continuous improvement of the curriculum hand in hand with 
advances in scientific research and proliferation of societal needs. Let us 
call to mind at least some of the basic reasons that make this task loom 


supreme. 


The first reason is constituted by the ever-increasing volume of findings, 
of information. In a number of scientific disciplines, the volume of 
findings over the past 8-10 years registered a manifold increase. This 
involves not just a quantitative growth, addition of new findings in the 
existing scientific disciplines, but ascendance of entirely new disciplines, 
whose expedient application into practice often calls primarily for 
availability of prepared qualified cadres. It is specifically characteristic 
of these new disciplines that the volume of findings increases much more 
rapidly than in the "traditional" disciplines. It should become a matter 

of course that this fact will lead to replacing obsolete findings in 
curricula, lectures and textbooks with new information. 


The second reason for the need to restructure studies is given by the nature 
of the development of today's society, the dynamic growth of its needs that 
apply to all spheres of social life. If we realize that, as regards the 
dynamics of the social process as a whole, we stand at the threshold of an 
era of sreat transformations, we must endeavor to provide for preparation 

of graduates who will be able to not only take over their work assignments, 
but also sensitively and creatively react to changes, to new needs, who will 
be capable of adaptation and rounding out their profile. This requisite 
adaptability can be achieved only by preparation of graduates with a wide 
systemic scope of thinking, theoretical knowledge unifying and integrating 
their specialized knowledge. 


Another reason for restructuring the system of study is the progressing 
integration of industrial and economic activities within CEMA. Complex 
socialist integration presupposes delimitation of certain production sectors. 
Thus, it is our duty to intensively develop at institutions of higher 
learning those sectors which will become the responsibility of the CSSR. 


We would commit a mistake if we were to interpret restructuring of studies 
from a narrowly specialized viewpoint without taking into consideration the 
requirements on the profile of a school graduate, i.e., the responsibility 
of the school for formulating his philosophical outlook, his ethical 
principles, his qualities as a citizen of a socialist country who will be 
active in a socially important post or perform a responsible function in 
production, public life, etc. 


Communist education at institutions of higher learning, integrating in the 
widest sense of the word all educational efforts at the school, must lead 
the student to comprehending party policy as well as to responsible conduct 
and nurturing of abilities for practical political and public activities. 
Therefore a part, a medium of communist education must be simultaneous 
involvement of students into dealing with the school's problems, into 
activities of social organizations, into scientific research tasks in work 




















centers, et the school, into political work at school as well as in their 
workplaces. Only through the process of active performance can the students 
acquire the desirable habits, acquire initial political experience through 
political work and strengthen their moral fiber. 


Modernization of the school system is unthinkable without establishing 

solid systematic ties between schools and social practice. Intertwining 

of the school system with practice is one of the basic principles on which 
supervision of the school system has always been based and which, under new 
circumstances, were reemphasized by the 16th CPCZ Congress. The viewpoint of 
orientation toward practice has always proven its justification and validity, 
as in past development so under the present conditions. Only practice can 
act as the acid test for the success or failure of our learning, teaching 
and educational efforts. These viewpoints were emphasized at a festive 
meeting at the occasion of the 275th anniversary of the foundation of the 
CVUT in the address by the leader of the party and government delegation, 
Comrade L. Strougal: "If...we go to such lengths to emphasize the importance 
of active creative efforts and a deeper interfacing with practice, it is 
because it represents the basic approach to continued improvement of 
education of our young intelligentsia, how to endow them not only with 

a sum of theoretical knowledge, but prepare them at the same time as well 

as possible for work and lire. We expect that young engineers in particular 
will bring into practice different and nonconventional approaches." 


Organized practical pursuits during studies are of importance to the student 
in that, as long as it is organized at the requisite level, he will be 
undergoing preparation for performance of his future career, that it will 
aid him in faster adaptation, the difficulties of which in quite a few 
cases lead the graduate away from the field in which he graduated. 


As shown by surveys taken at installations employing new CVUT graduates, 
neither enterprises nor other institutions complained about insufficient 
professional qualification of our graduates. However, on the other hand, 
enterprises complain about a certain amount of unwillingness by some 
graduates to accept decisions and be responsible for them. In this respect, 
the key point is almost always the attitude of leading personnel. It must be 
realized that a new graduate cannot come already equipped from the school to 
deal with all problems encountered in practice and that in this regard his 
preparation for his career must be completed in practice. 


Effective interface between school and social production practice can at the 
same time to a considerable extent help clarify not only the thematic 
contents of the individual fields of study and the graduate's profile, 

but also the optimum length of study. And there can be no doubt that it 
also can contribute to improving the system of postgraduate studies. 

No forms of such interface must be herein underestimated. 


If emphasis is put on indispensability of interlinkage between school and 
practice, it must also be realized that institutions of higher learning also 
represent a significant creative scientific research potential that must be 
used as effectively as possible in connection with other components of the 


10 




















research and development base. The needs of practice as well as the needs of 
interlinkage between school and practice require that scientific research 
activities of the school be oriented toward participating in the solution 

of long-term centrally planned tasks for the development of science and 
technology, on the one hand, and toward solution of short-term tasks given 

by direct linkage of the school to the functioning of the national economy, 
on the other hand. This latter orientation involves subsidiary economic 
activity of the school based on the needs of industrial practice, providing 
consultations and assessments, expert opinions for industry, etc. 


From the pedagogical and political viewpoint, it is also very important to 
involve students in dealing with scientific research tasks, enabling the 
students to deal with topical themes in the form of student activities with 
specia] orientation (SVOC), or theses. In this manner, the students directly 
participate in attaining and implementing topical research resuits and, 

in many cases, even during studies, establish direct contact with their 
future places of work. 


The problems of scientific research in schools also involve the problem of 
international cooperation and integration of scientific research efforts 
which will have to be considerably expanded, particularly in regard to 
cooperation involving specific, topical research themes in such a manner 

as to achieve effective cooperation, make use of unique experimental 
technology and utilize the intellectual potential of the school's personnel. 


A student at an institution of higher education cannot be just a passive 
object, but first of all a subject, an active link in education and 
instruction. The objective of the pedagogical process is not just to 

teach the student a great amount of facts, but to teach him how to think, 
seek out and comprehend individual phenomena in their mutual relationships. 
That means that the responsibility of the school is to develop the 
capabilities of students rather than pass on to them a sum of factual 
knowledge. Thus, the pedagogical process at college level cannot be merely 
a reproductive process, it cannot be Limited to mere transfer of knowledge 
and its passive acceptance, but must improve the level and quality of 
cognition, primarily by the method of critical analysis. Only in such a 
way is it possible to form a person capable of creative efforts, a person 
with a broad spectrum of interests, with developed feelings of civic 
responsibility, political activity and work initiative. Only in such 
manner is it possible to form a person capable of orientation in the 
constantly accelerating flow of scientific findings and information, 

a person who can apply his acquired knowledge and information to life itself, 
with its practical transformations in all spheres. 





The success or failure of the school's pedagogical efforts always did and 
always will depend on the teacher, on his pedagogical, scientific and 
professional readiness and capabilities, on his political orientation and 
involvement, moral qualities, relation to work end to youth. If demands on 
the readiness of graduates are increasing, it stands to reason that demands 
on the teacher increase even more. It is required of a teacher that he 
teach, that he be scientifically active, that he become involved in social 
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matters. At the same time, every college teacher must be aware of the fact 
that he became a college teacher for the primary purpose of teaching. 
Scientific and other efforts then form the prerequisite for his teaching, 
pedagogical efforts to meet the challenging demands on the level of 
preparation of new college-trained experts. It is not only a responsibility, 
but actually a mission of every teacher at an institution of higher learning 
that the students under his leadership not only master the basics of a given 
field, but that he be capable of inspiring in his students enthusiasm for 
his field, that he be able to nurture in them the desire, resolve, 
perseverance and consistency in dealing with tasks, teach them not to be 
afraid of difficulties and obstacles, not to lose his head over some partial 
failure, etc. 


A part of modernization of the pedagogical process is also constituted by 
improving the level of equipping schools with modern technical instrumentation 
and didictical aids. Considerable progress has been made in this direction 
over the past several years. While modern and suitable didactical aids can 
never replace a teacher, they can increase the effectiveness and quality of 
his efforts. One of the important factors and at the same time one of the 
key prerequisites for true modernization of instruction and rendering the 
pedagogical process more efficient is constant availability of high-quality 
study references, primarily colleye textbooks and study aids. Only by 
meeting this condition will it be possible to switch from today's primarily 
passive to active forms of instruction and independent study. Compilation 

of college study aids and high-quality college textbooks ought to be not 

only a responsibility, but actually a matter of honor for every college-level 
teacher, and if they are of truly high quality, they should receive the same 
recognition as an important scientific study. 


Speaking of the ideological educational aspects of instruction, philosophical 
outlook, the political and moral aspect of instruction in all subjects, 
there i:; a need to focus attention on the teaching of Marxism-Leninism, 

as its teaching should occupy a key position in the system of communist 
education and studies at institutions of higher learning. We must gradually 
orient our efforts toward having the teaching of Marxism-Leninism made a 
decisive contribution to cultivating in students those specific features 
that characterize a member of the socialist intelligentsia. The point is 
not just what the student knows during tests, but with what knowledge, 
capabilities and attitudes he is leaving school and entering practical life, 
whether Marxist-Leninist theory i; for him the valid guideline for decision- 
making. For that reason, the deminds on the quality of instruction in 
Marxism-Leninism must be substantially increased. "It is of great 
importance," as Comrade Gustav Husak pointed out at the 16th CPCZ Congress, 
"that high schools and institutions of higher learning produce graduates 

who are well prepared professionally and politically for practical life, 
capable of introducing the results achieved by science and technology into 
production, supporters of everything that represents progress, what decides 
further development of our country. Education represents a great wealth of 
our society that we must strive to utilize even better than before." 


8204 
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CZECHOSLOVAKIA 


LARGER ROOT CROPS NEEDED TO HELP CATTLE PRODUCTION 
Prague ZEMEDELSKE NOVINY in Czech supplement ZEMEDELEC 20 Oct 82 pp l, 2 


, {Article by Docent Eng Josef Benda, director of the UVSH [Institute for 
Application of Science in Agriculture] in Prague and chairman of the Central 
Commission for Fodder Base of the CSAZ (Czechoslovak Academy of Agriculture) ] 


{Text} At the present development stage of vegetable 
production, one of the foremost and urgent tasks is the task 
of increasing significantly the productive effectiveness of 
those agricultural areas which are assigned for cultivation 
of fodder plants of the bulk type. In the CSSR, this involves 
roughly 1.45 million hectares of arable land and 1,680,000 
Ha [hectares] of permanenet grass growing areas, of which 
1.53 million Ha are harvested at present. This production 
acreage (48 percent of arable land plus TTP [permanent 
grass-growing areas]) requires that the same attention be 
paid to fodder production as to other major branches of 
vegetable production, both from the material-technical 
viewpoint as well as in the sector of evaluation of 
production and economic results and in terms of economic 
incentives for the workers. The present quantitative 
viewpoints, based on the growth of the volume of gross 
vegetable production, will have to be critically reevaluated 
from the viewpoint of the final result of horned cattle 
breeding. 





The problems of effective utilization of bulk fodders are concentrated clearly 
in the raising of horned cattle, which consume more than 90 percent of the 
total production of this type of fodder. The present low production 
effectiveness of nutritional substances provided in the form of bulk fodders 
is the result of a broad spectrum of influences ranging from the composition 
of fodders by type and variety of plants, through the quality of harvesting, 
preservation and storage, and all the way to the actual consumption is 
stables. Central organs, departmental research and agricultural practice 
have paid attention for some time in the past to the question of how to 
bring about a faster development and complex rationalization of the sector 
ot bulk fodders. Gradual application of adopted measures was reflected 
positively in 1980-1981 in an increase of the production of milk and 
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slaughter cattle based on bulk fodders. Milk production per milch cow per 
day, based on bulk fodders, reached about 4 liters in 1981. However, the 
rate of increase of milk production and horned cattle breeding based on bulk 
fodders is still inadequate. 


Quantity Is not the Essential Point 


The results of analyses conducted at the Institute for Scieni '‘ « Management 
System in Prague show that, without counting losses caused by cw  reding 
mechanism, the overall consumption of bulk fodders used in the CSR for 
feeding horned cattle in 1976+1981 was quantitatively covered by production 
(except for the year when the 1976 harvest was used). If losses caused by 
the feeding technique are taken into account as amounting to 20 percent, 
then the harvests which fully covered the needs were those of 1977, 1979, 
and 1980. Even if we take into consideration the fact that it was not 
possible to eliminate inaccuracies in computations of the overall quantity 
of nutritional substances produced, due to variations of the quality of the 
fodder harvested in the individual seasons of the year, one can state 
generally that the main element of rationalization of the fodder base used 
for horned cattle, and therefore also of the increase of final production 
obtained from fodder crops, is the quality and composition of bulk fodders by 
type, and especially the ratio of the energy and protein component of the 
nutritive substances. Discrepancies are also found in seasonal coverage of 
needs and in regional problems. 


This shifts the essence of the problems to the qualitative aspect of 
production intensification of bulk fodders (including storage and 
preservation) as the basis for the growth of final intensity measured in 
terms of the amount of products derived from the raising of horned cattle 
per unit of land area, 


In terms of global relationships in agriculture and nutrition, the degree of 
production effectiveness of bulk fodders in the raising of horned cattle has 
a direct impact on the opportunities of the overall production of grains, and 
thereby it becomes one of the factors which delimit the collectively feasible 
scope of the raising of hogs and poultry. Thus rationalization of the 
production structure and utilization of bulk fodders with the given acreage 
of their cultivation becomes one of the key components of the development 

of food production in the CSSR. 


Target Solution 


The program target is based on a proposal worked out in cooperation with 
representatives of the VUZV [Research Institute for Animal Husbandry] in 
Nitra, VUZV in Uhrineves, VUCHS [Hops Research Institute] in Rapotin, 

UVSH in Bratislava, and UVSH in Prague, which makes the following 
recommendation, taking into consideration the feedback to the land management 
system and to the needs for rationalization of nutrition of horned cattle: 
that in the period up to 1985, bulk fodder should gradually: 
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1. provide tor the daily production of 6-6.5 liters of milk in the form 

of basic fodder ration for horned cattle; 

2. take care of 62-67 percent of the total consumption of nutritive 
substances used in feeding horned cattle; 

3. take care of 80 percent of the total consumption cf nutritive substances 
used in raising heifers (6 months old until 5 months pregnant). 


In order to reach this goal, it will be necessary to do the following: 


l. speed up the structural reconstruction of vegetable production according 
to the needs of intensive breeding of horned cattle, including adjustments 

of the composition of fodder plants grown on arable land by type and 

variety in accordance with the requirements of scientifically justified 
systems of feeding; 

2. intensify the production of bulk fodders, including meadows and pastures; 
3. substantially reduce losses of fodders in the process of harvesting, 
preservation, and storage; 

4. improve the quality of feeding technique and speed up the application of 
scientific methods of nutrition of horned cattle. 


Disproportion of the Energy and Proteins Ratio 


We are discussing today the first of the tasks given previously, namely 
the problem of how to create in the structure of sown areas and in the 

composition of fodder plants by type a realistic basis for significant 

increase of productive effectiveness of bulk fodders in raising horned 

cattle. 


This requirement is expressed in practice by a composition of bulk fodders 
in which the ratio of energy (SJ) to proteins (SNL) reaches the value of 
six, including the production of fodder from TTP. The main substantive 
problem of the task of balancing the ratio of energy and proteins at the 
level of SJ : SNL = 6 consists in rational quantification of the production 
ratio of perennial fodders (particularly alfalfa and clover, on the one 
hand, and glycidic fodder crops (silo corn, hay oats, fodder root crops), on 
the other hand. Alfalfa has the clearest claim for expanding the acreage of 
glycidic fodder. With a yield of 10 tons per Ha in the form of hay, for 

1 Ha of alfalfa one has to cultivate 1.2 Ha of silo corn with a yield of 

40 tons per Ha, and the situation is similar in the case of meadow clover. 





That is why it is a very complex task to deal with the ratio of proteins 

and energy in areas growing alfalfa, particularly in the area producing 
sugar beet. Clover-type fodders are generally considered to be the backbone 
of the sowing processes, and they unquestionably are effective in improving 
soil tertility. However, from the viewpoint of nutrition of horned cattle, 
and in order to balance the energy deficit while the proportion of alfalfa 
is increasing, it is necessary to keep increasing at the same time the 
acreage of saccharide fodders and thereby also the overall production 

volume of bulk fodders, and proportionately to it also the density of horned 
cattle per unit of land acreage. However, this method of solving the problem 
is not realistic, because it would create new problems particularly 
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a reduction of the acreage of grains, and possibly of other marketing crops 
under the relatively most productive conditions, and would lead even to 
proposals to make significant changes in the distribution of the location 
of the raising of horned cattle, which cannot be handled by using the 
existing stables. 


Soil is the Main Restrictive Factor 


Another serious discrepancy exists in a decrease of acreage of root crops 
used for fodder. The average for 1934 to 1937 in the territory of the CSSR 
was 157,000 hectares. In 1980, we harvested fodder beet and turnip from an 
area of 16,000 hectares. Studies of the possibility of expanding the 
cultivation of fodder beet have reached the conclusion at the present time 
that during the period up to 1985 the maximum available acreage in the 
territory of the CSR is about 30,000 hectares. Proposals based on parts of 
the improved concept of the development of animal production in the CSR 
dealing with fodder, and improved concepts of the raising of horned cattle 
in the CSR for the Seventh 5-Year Plan varied at the level of 60,000 
hectares of fodder root crops. However, attempts to put ‘the proposals into 
effect failed. We consider the possibility that by 1990 we will have an 
area of 90,000 hectares, which was also planned by the 13th Plenum of the 
CPCZ Central Committee. 


Under these conditions, in dealing with the structure of vegetable production 
and composition of fodder crops by type, it is necessary to balance in the 
forthcoming period the deficit of bulk fodders in terms of energy by 
production of silo corn and hay oats, which require 20 to 25 more acreage 

to produce a given quantity of saccharide fodder than root crops used for 
fodder. 


Advantages of Fodder Root Crops 


However, in the program we continue expanding the acreage of fodder root 
crops, because their larger share would unquestionably bring about a more 
effective harmony of the ratio of energy and proteins. 


Other advantages of fodder root crops, particularly fodder beet, when 
included in fodder rations fed to cows and heifers, in addition to their 
favorable effect on the health of the animals, are their effect on fertility 
and their stimulative effect on the milk yield of the cows, and especially 
the fact that they are very tasty, have a low fiber content, and are 

highly digestible. That makes it possible for the animals co receive the 
largest amount of dry residue in the feed ration and thereby provides 
utility parameters with low consumption of concentrated fodders. That is 

a common motto of all new trends. 


Another question which comes to the foreground in the present stage is the 
question of synthetic vitamins for the young. The economy of it is harsh; 
in our opinion, fodder carrots will be of key importance as a natural 
substitute. We also consider the possibility of growing fodder potatoes of 
the semiearly type under the more extreme conditions of submountainous and 
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mountainous areas. 


A minimum yeild of 20 tons per Ha should be the target 
with a starch content of 18 percent. However, for the time being the 
semiearly variety of such crops is not available. We are going to check 
on the assortment on the world market in the nearest future and might 
recommend importing seedlings or buying a license. 


| consider it unnecessary to emphasize the fact that plants such as sugar 
beet or todder beet are abi» to produce the maximum amount of nutritive 
substances per unit of land. However, it is often argued that these plants 
are very labor-consuming an) also require a relatively high energy input 

in the production process, not only energy used directly in the agricultural 
enterprise, but also energy consumed previously indirectly in the production 
of fertilizers, machinery, pesticides and herbicides, and so on. 


Thac is why we have compared from this particular viewpoint spring barley 
(yield 4.5 tons per Ha), silo corn (40 tons per Ha), and fodder beet 

(60 tons per Ha of tuberous crops). When we recompute the data in terms of 
common energy units (Joules), we set the values (in Gigajoules) as shown in 
the table. 


Spring Silo Fodder 
Barley Corn Beet 
®asumption of energy in the production 
process 5.39 8.16 12.78 
Energy invested in producer goods (fertilizers, 
machinery, and so on) 12.60 21.46 24.83 
Energy consumption, total 17.99 29.62 37.61 
Energy produced from plants 35.43 55.38 94.94 
Gain of energy 17.44 25.76 57.33 


Ihese data show that from the viewpoint of the entire society 27 percent more 


energy is needed for the production of | Ha of fodder beet as compared to 
the production of corn, but of course the production of starch units is 


7. percent higher. 
more than 100 percent. 


Therefore, the gain of energy as compared to corn is 


Even though some values under consideration (the amount of fertilizers, 
consumption of Diese! oil, yield per Ha) may oscillate under different 


conditions, there is no question that the given reasoning is generally valid. 


Fodder Beet and Nitrates 


In recent years, while the utility value of horned cattle (mainly milch cows) 


kept increasing, warnings were given more and more frequently about the 


effects of nitrates and nitrites in fodder rations, which endanger the health 
Fodder root crops rich in saccharides, 


and reproduction of horned cattle, 
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namely sugars, starches, are precisely the type of fodder: which have a 
beneficial cffect on the microbial activity of the stomach of a ruminant. 

At the same time, the pH value, for example, undergoes a beneficial adjustment 
and the health condition and utility value is affected favorably, because 

the toxicity of nitrates contained in a fodder ration is reduced and even 
eliminated. That is also one of the remarkable advantages of fodder beet. 


Economic Questions 


interesting from the business viewpoint are the production costs per 100 
kilograms of roots, which amount to about 22 korunas. Costs of even over 
25 korunas are interesting from the viewpoint of society. These parameters 
are being achieved in some enterprises. Trends tending to achieve these 
parameters are part of our recommendations. 


5665 
CSO: 2400/30 

















HUNGARY 


HUNGARLAN EXCHANGE RATES POLICY ANALYZED 
Budapest GAZDASAG in Hungarian No 2, 1982 pp 37-47 


[Summary] Although it has taken 14 years after the introduction of the foreign 
trade multiplier in 1968 before hard currency exchange rates could be unified in 
1982, the strategic goal underlyiny this lengthy process was never lost from 
sight. Consistent adherence to this goal is explained by the country's strong 
dependence on trade. Major changes in exchange rates policy since the mid- 
seventies may be considered threefold: 


--Simplification of the exchange rate system; 

--Increase in the role of exchange rates policy 4s a 
tool of macromanagement; 

--Increase in the mutual interdependence of exchange 
rates and price policies, of exchange rates and prices. 





Effects of the 1980 Systemic Changes on Exchange Rates Policy 


Adoption of world market prices for energy carriers, raw materials and intermediary 
products as domestic prices may be considered the single most important measure 
introduced with the January 1980 modifications of Hungary's macro-economic 
management system, Hungary's current and medium term exchange rate policies 
attempt to enhance the stability of domestic prices by reducing the effect of 
"imported inflation"; to strengthen policies aimed at achieving external 
equilibrium; to foster the efficiency of export production and to help improve the 
country's production structure. 





fo Hungarian importers, the upward revaluation of the forint cannot serve as 
compensation against deterioration in the terms of trade. Another requirement 
tor the efficiency of exchange rates policy is that its effects should not be 
neutralized by other financial measures (not counting insurance against exchange 
rate fluctuations). 


While there is no internationally accepted standard method of calculating exchange 
rates, it may be satd that all governments including those of Western countries, 
do intervene against market forces in the interest of their respective national! 
economies, In Hungary, exchange rates are based on the domestic resources costs 
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of obtaining vne unit of a given hard currency. Subsequent modifications of 
this “price base” are subject to economic policy and world market conditions. 
The potential strength of impact upon export prices determines whether the 
National Bank of Hungary, the Ministry of Finance or the government has 
authority to modify exchange rates. In the past, adjustment of the forint's 
various exchange rates within the "basket," which is made up of the currencies 
figuring prominentiy in Hungarian cxports, occurred only occasionally and 
belatedly. Since the introduction of unified exchange rates, the Natioral Bank 
makes and announces corrections within the “basket™ every week. The basic rule 
for making corrections within the "basket" is that no set of corrections can 
change the average price of hard currency or exert a greater than plus or minus 
one percent impact upon the aggregate value of exports. 


Although it would be difficult to provide a precise evaluation of the effects 

of Hungary's price and exchange rate policies after 2 years, it may be concluded 
that, despite price increases in the past 2 years and the many other factors 
which have been affecting the profitability of exports, the domestic resource 
costs of earning one unit of hard currency have not changed. Currency price 
fluctuations prompt significant redistributions of income among Hungarian 
enterprises directly affected by foreign trade. (Most recently, for example, 

by the strengthening of U.S. dollar and the weakening of DM.) 


Exporting and importing enterprises feel the pinch from the deterioration of the 
terms of trade more than the enterprises which are not directly involved in 

foreign trade, since these are better able to shift their increased costs to their 
buyers. The policy of using unified exchange rates for the forint evidently cannot 
be used anymore to influence income distribution between the two large groups of 
the economy, that is, enterprises which are directly affected by the world market 
prices and those which are not. 


Some Practical Experiences 


lt appears that since 1980 the desire to protect the domestic price level from 

the inflationary effects of rising world market prices has dominated Hungary's 
policies on foreign exchange. That is, if exchange rates are lower today than 

the domestic resource costs of foreign exchanges (60 forints to the dollar and 

40 forints to the ruble) the reason is not an increase in productivity, but purely 
price-political considerations. Economic policy ties the development of the price 
and exchange rate system to the elimination of subsidies in general. While the 
policy of reducing subsidization cannot be a substitute for exchange rates policy, 

a simultaneous application of the two trends to reinforce their respective effective- 
ness. Consequently, the two should be applied simultaneously. 


The Transferable Ruble 
Following the principle generally applied in determining exchange rates, the 


transferable ruble's exchange rate is based on the domestic resource costs 
necessary to earn one unit of this currency. The mere difference between the 
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iorint’s transferable and dollar e>change rates is indicative of the differing 
conditions of trade for Hungary inside and outside CEMA. Both domestic and 

(EMA contract prices are essentially based on world market prices. However, 
domestic prices follow world market prices continuously whereas CEMA prices 

lag behind them. Accordingly, the adaptation of CEMA import prices to the 
domestic, world market based, producer price system requires constant withdrawals 
and subsidization. The further development of CEMA‘s exchange rates policy should 
be taken up by the member countries. 


The torint's two-tier exchange rate system for ruble has remained in force despite 
the unification of hard currency exchange rates after 1 October 1981. There i« a 
commercial exchange rate, used in the accountancy of economic relations, and a 
non-commercial rate. In determining exchange rates among CFMA curr acies many 
factors are being carefully considered. Despite this, some factors which are 

lett out of consideration cause “distortions” [that is, some deviations of the 
calculated from the real value of the exchange rates]. For example, "“distortions’ 
may be caused by leaving the availability of consumer goods in the various CFMA 
countries out of consideration. This opens the door to the kind of tourism which 
is motivated by speculation rather than by friendship and other praiseworthy 
sentiments. 


flasks 


Returning to hard currency relations, three observations concerning the unifica- 
tion of exchange rates are in order: 


--International opinion, in harmony with the aims of 
Hungarian «conomic policy, considered the unification 
of exchange rates a step in implementing the economic 
reform; 

--Unified exchange rates had a favorable effect on tourism, 
increasing tourist revenues for Hungary; 

--The forint's black market rate by coinciding roughly with 
the official rate has made it highly risky, relative to 
the sparse gains expected, for foreigners to bring in 
forints illegally. 


Ihe next step warranting a careful preparation its the introduction of a limited 
external convertibility for the forint. In its seminal form, external converti- 
bility already exists in Hungary. The National Bank of Hungary provides Nungarian 
importers with foreign currencies necessary to purchase foreign goods and services 
without «a case-by-case approval, and the way toreign currency is spent by enter- 
prises on services incidental to commodity trade (that is, transportation, 
insurance, etc.) is left to the discretion of enterprise managers. Foreigners 
can repatriate their forint earnings in hard currency with ease. But there is 
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evidently a difference between voluntary practice lof limited convertibility] 

and an internationally announced obligation. There are also some technical 
conditions which have to be fulfilled before introducing convertibility. There 
will be a need for organizing a forward market for the forint in order to 

ensure a margin of safety for the holders of forint credits, and an appropriate 
interest rates policy which will take into consideration interest rates charged 
on various, strictly domestic transactions. Although there are evidently many 
who may think nostalgically of the simplicity of fixed prices and exchange rates, 
the majority are in support of the new system which represents nothing less than 
facing up to the challenge of the world markets. 


CSO: 2500/42 
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HUNGARY 


INTENSIVE CROP GROWING TO BE EXPANDED 
Budapest NEPSZAVA in Hungarian 9 Nov 82 p l 


[Text] Hungarian grain growers attain higher than average yields on areas 
belonging to the intensive grain growing program. High agrotechnical and 
agronomic methods are used to grow grain on a total of 134,000 hectares. 
Although details on this year's yields are not yet in, it is already certain 
that wheat growers have again substantially exceeded national averages. Re- 
turns from the corn fields indicate similar results. Results for 1981 have 
already been published: according to them, the 34 farms belonging to the 
Nadudvar Production System exceeded results of the preceding year for corn 
by 1.7 tons per hectare and 0.3 additional tons for wheat. Members of the 
Babolna system produced additional yields of 2.3 tons in the case of corn and 
0.26 tons in the case of wheat. According to their combined statistics they 
harvested yields higher by 150,00-160,000 tons on intensively farmed grain 
fields. 


Because of such favorable results an additional 150,000 hectares will be cul- 
tivated intensively in 1983. Altogether, intensive programs will be extended 
to 600,000 hectares during the Sixth Five-Year Plan. The goal of the farms is 
to increase their 4.5 ton per hectare wheat yields by one ton per hectar and 
the 6.4 tons of corn by 1.5-1.7 tons. 


Program members use the most modern domestic and foreign varieties of plants 
and hybrids the genetic potnetial of which have been far from achieved. It 

is by exploiting this that higher yields are expected. Furthermore, agrochemi- 
cal work will be improved substantially. A survey has been made of agricul- 
tural machinery available in Hungary, through CEMA or through cooperative 
agreements as well as purchase of licences so that a wide range of modern 
machinery will be at the disposal of Hungarian agriculture. Of the power 
equipment used in the intensive programs, two are heavy tractors produced by 
the Raba Factory. 


The Dzekszard and Szolnok systems with their model farms have joined the found- 


ers of the intensive program, Nadudvar and Babolna, and are rapidly imple- 
menting the high-level techniques required by participation. 


CSO: 2500/45 
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POLAND 


ECONOMIC CONSULTATIVE COUNCIL VIEW OF ECONOMIC PLANS PUBLISHED 
Warsaw ZYCIE GOSPODARCZE in Polish No 38, 10 Oct 82 pp 1, 3, 4, 5, 6, 7, 8 


{[Article: "Views on the Three-Year Plan and the Plan for 1986-1990"; September 
1982, Warsaw] 


[Text] In the discussion on planning to the year 1990, published 
in our columns under the title, "Let Us Plan Jointly", the opin- 
ions of several members of the Economic Consultative Council (KRG) 
appeared. We are now publishing the collective opinion of the 
KRG on the "Variants of the Concept of the National Socioeconomic 
Plan to 1985 and Preliminary Assumptions for 1986-1990", presented 
by the Planning Commission. 


I. Introduction 


1. The Economic Consultative Council is fully aware of the fact that at this time 
the consultation pertains to the assumptions and premises of the NPSG (National 
Socioeconomic Plan) for 1983-1985 and 1986-1990 and not to the drafts of plans for 
the corresponding periods. Nevertheless, the Planning Commission's document also 
indirectly describes the principa! lines of the future plan. In any case, it is 
not easy to differentiate and detine the boundaries between the "Variants of the 
Concept..." and the plans. That is why although the KRG comments, formally speak- 
ing, pertain to the "Variants of the Concept...", still many of them are aimed not 
only, and sometimes not so much, at the "Variants..." as at the future preparation 


oft the plan. 


2. The KRG opinion pertains primarily to the 1983-1985 period, since the strategy 
and the policy applied during that period will determine, to a considerable degree, 
the socioeconomic processes of the following period. 


s. Despite all the difficulties and uncertainties involved in foreseeing the devel- 
opment of our economy, KRG shares the belief that the formulation of an NPSG for 
1983-1985 is necessary and advisable, because: 


--this plan can serve to organize and properly direct the social effort aimed at 
bringing, the country out of the crigis and restoring normal development potential 


to the economy; 
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--a return to planning for this particular (and obviously--later) period is a require- 
ment contained 1.: the law on planning; 


--other, in addition to central, economic units (state and cooperative enterprises, 
organs of local authority), should receive the strategic direction indispensable to 
the autonomic construction of their own plans; 


--a plan for this period is necessary for the coordinational activities within the 
CEMA and to return the Polish economy to the planning schedule approved in the CEMA. 


4. As concerns the first of these circumstances, the submission of the document 
mentioned for public discussion must be regarded as praiseworthy. It is the begin- 
ning of the socialization of the planning process required by law. 


5. The construction of variants and the long-range plan based on them, as well as 
an assessment of these documents, is exceptionally difficult. This is due to the: 


a) application of new planning methods, different from those which prevailed in the 
centralistic orders-type planning; 


b) information gaps on the present state of the economy. The assembled data, which 
under the former system could suffice for planning, are today inadequate due to the 
great variations in the enterprises; 


c) extreme importance of the uncertainties appearing from the beginning of the plan, 
with the disproportions which are to be eliminated by the plan but which are not yet 
accurately known, and the nature of the factors determining the growth rate and the 
recovery of balance. 


If we omit the informational problem, then the three following matters complicating 
the planning work appear to be foremost: 


a) the enormous difficulties of operating with factors extrapolated from the past or 
educed from the present state of the economy which are sometimes so subject to basic 
changes that only hypothetical factors can be employed. In defining a long-range 
growth policy, two types of factors should also be applied--those extrapolated from 
the past and intelligently revised, and those factors referring not to the size of 
assembled data but to the particular problems of development. It does not appear 

that this requirement was totally satisfied in preparing the "Variants of the Con- 
cept...". At the plan preparation stage, however, this will be essential, because 

in the document that has been prepared some inconsistencies among the numbers describ- 
ing the particular phenomena have already been observed; 


b) the disharmony now appearing in the economy can in many cases disappear spontan- 
eously as the adaptation measures develop. But this may also require direct state 
intervention. As a consequence, even if we were now fully aware of these dispropor- 
tions, the scope of State intervention would be very difficult to define. It would 
be especially hard to answer the question: how long will the regulating activities 
be required? Also there is the problem of the degree of freedom in choosing a plan, 
which at this time is extremely limited. The process of expanding the field of free 
selection for the planner must be defined and its stages must be defined, in order 
to ex ante determine when a given instrument of the plan can become effective and 
applied on the proper scale; 
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c) the uncertainties and limitations pertain to all classic growth factors (labor, 
durable goods, investment, foreign exchange). The factors of future growth which 
have been listed are extremely weak stimulators of economic growth rate at this 

time. Only a growth in efficiency can be a determining factor. This increase should 
transform the present restrictions into growth rate factors, and, in turn, this 
should result in a further growth in efficiency. 


6. <An increase in efficiency is obviously Linked to the anticipated results of 
systems-type reform. Unfortunately, these results are not measurable ex ante. It 
is true that some economists believed, and perhaps even believe today, that the 
application of reform itself will rapidly free the so-called reserves existing in 
the economy. The actual course of events, however, says that those who believed 
that a period of a couple of years, difficult to assess, must elapse between the 
application of reform and its full eftectivity, are correct. Two possible versions 
may exist here: the hope that this will be less than three years, and the fear that 
more than three years will be needed to obtain the complete results of systems-type 
changes. This determining and at the same time dubious role of the efficiency factor, 
combined in turn with a change in the effectiveness of model transformations, means 
that in an assessment of the future every hypothesis may turn out to be uncertain. 


7. A half-century ago one of the greatest planning theoreticians wrote that plan- 
ning is an art in the sense that it is architecture which, employing elements that 
can be quantified by measurements, factors that are applied by designers, etc., also 
introduces the designer's subjectivity. In relation to planning, the subjective 
element is expressed primarily in the choice of one of possible hypotheses, more or 
less optimistic. During the course o! many years, this subjective element was linked 
with the matter of the so-called mobilizing character of the plan, although sometimes 
the optimistic choices expressed only the illusions of the decisionmaker. A more or 
less optimistic outlook has a certain influence, sometimes important, on social atti- 
tudes. The authors of the Planning Commission document are fully aware of this when 
they emphasize that the result of the plan's implementation will depend on social 
acceptance and activity. If disputes occur, at best the emergency variant could be 
applied. Social calm would give an opportunity for the implementation, with slight 
deviations, of the basic variant. The third variant--the most favorable one--can be 
applied only if society takes an active position. There is surely much to be said 
for this conscious simplification, which ignores the factor of external uncertainties. 





But there remains the problem as to whether activeness can be better achieved through 
extreme optimism in the plan or through a realistic approach. The painting of a rosy 
picture of the future may be favorably received by some circles, but it can also be 
seen by others as official optimism arousing distrust. That is why we believe that 
yreater realism is desirable, but that it should be free from pessimism. This stems 
from the belief that after years of the propaganda of success and disappointments 
endured, the achievement of an understanding of the difficulty of the tasks facing 

us in the immediate future can inspire in a large part of society a positive attitude-- 
if not immediately, than perhaps soon. This must be accompanied by an awareness that 
the situation inherited from the past and external circumstances are not good, and 
that the future will depend mainly on us. From the standpoint of presenting the plan 
and commenting on it, this is the same as speaking the whole truth, even when it is 
not pleasant. We believe that the authors of the document intended this. Our com- 
ments are also guided by this intent. 
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RB. The three-year plan will, of course, have a dual character: on the one hand, this 
plan must be mo.> general than the "normal" National Socioeconomic Plan, i.e., in 
agreement with the law on planning; on the other hand, this plan must be (even not in 
conformity with the law), more detailed in selected fields, and to a considerable 
degree, directive (central state-control of producer goods, extending beyond the 

year 1983, central state-control of foreign exchange), although the system of direct- 
ives will not pertain so much to orders and restrictions as to conditions of produc- 
tion and distribution. These features of the plan and the circumstances that cause 
them mean, in turn, that it must be successively comprised of annual plans instead of 
being divided into them. This means the retention, at least until 1985, of the dom- 
ination of annual plans over a long-term plan and, correspondingly, the dominaticn 

of current policies over developmental strategy. This pertains to the central plan 
as a whole, but it can pertain also to most local and enterprise plans. The proposal 
for a step-by-step plan (see II.4) is related to this matter. These unavoidable 
difficulties which planning will encounter in the immediate future should, insofar 

as possible, be overcome both by the central planner and by the local (territorial) 
planners and the planners in the enterprises. They should strive to free themselves 
from the close confines of current matters and give broader consideration to the 

more distant timeframe. It will probably be impossible to achieve complete synchron- 
i ation of progress by time periods in specific sections. That is why concern for 
.educing, this kind of asymmetry is even more essential. It would be very helpful if 
the Plannins. Commission document were to clearly indicate the specific problems of 
planning in the immediate future, that is, the following questions: 





--assumptions of the 1983-1985 and 1986-1990 plans pertain to the central plans, yet 
forecasts of the development of proportions and amounts in the tables refer to the 
national economy as a whole. This is a new division, to which we will gradually 
become accustoned; 


--the planning system is dual, not yet fully reformed (which seriously affects the 
method of obtaining opinions on the plan and on the types of correction proposals); 


--the planning system is asymmetric in time. Measures should be undertaken to remove 
this asymmetry. 


Il. Methods, Goals, and Main Tasks 
1. For the first time in our medium-range planning, variant solutions have been used. 


The document uses the terms: variants, subvariants, and scenario. The choice of 

these terms is linked with the desire to use the language of the law on planning. 

At this time, however, it would be more proper to speak about scenarios and variants. 

A scenario is a hypothesis or forecast in which the element of conscious selection 
does not play a large part, or may even be totally absent, in view of the very import- 
ant effect of exogenic factors. A variant, however, is a plan which allows the ability 
to make difierent choices. In the document, only the so-called subvariants have this 
character. In this matter, both the decisionmaking centers as well as the users of 

the central plan should have total explicitoess. 


2. The document presents three variants. Variant II, the middle, best-documented one, 
which became the basis of two others, will be examined more closely. Of course, 
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under all conditions, and particularly under the present conditions, torecasting 
involves great uncertainties and evolves from certain, sometimes quite arbitrarily 
accepted, hypotheses. This statement is in no way an accusation. We do not accuse 
this scenario that the assumptions on which it is based, have not been extracted in 
) rather clear way. In the practice of economic policy, basic choices are always a 
mixture of assumptions that have been intuitively weighed. Objections appear, how- 
ever, in relations to variants I and III, which have been given a structure similar 
to the basic scenario IT. 


Scenario Il, the emergency one, is linked, as we know, primarily to fears as to import 
possibilities and settling of credit matters. Secondarily, it is affected by the 
possibility of worse-than-expected farm crops. But the first element is nvrobably the 
determining one, leading to the following objection: there is absolutely no certainty 
that diitficulties in the payments and trade balance will not be of a larger scale than 
envisaged when this variant was prepared. In this, unfortunately, not inconceivable 
case, it would be hard to expect that the growth indicators planned in variant I would 
be achieved. 


't is harder to guess on what variant III was based. Probably an increase in manage- 
ment etticiency enters into the picture here. It was already intuitively accepted in 
the basic variant. The difterence between greater or smaller progress in efficiency 
is very difficult to foresee and to believably justify. The process here is not 
measurable ex ante. 





From a methodological standpoint it would be much better to take another approach to 
the variants, i.e., indicate the fundamental dangers and principal hopes, without 
cducing detailed forecasting indicators from this for all of the items covered in the 
forecast. They would refer only to those where the greatest threat could appear or 
the most tavorable process, while at the same time giving a general estimate of 
deviations in the area of generated national income and income for distribution. 


The torecasting scenario to 1990 arouses greater doubts than the variants to 1985. 
Deviations during the next three years can be very serious and thus the basis for 
the next five-year plan can be very different. And besides we donot know, in view 
the uncertainty that grows with the timeframe, what the economy's reaction tn the 
deviations ot the first three years will be. The cumulation of the two typ ; of 
uncertainty may produce significant differences in 1990. 


The planner's credibility will be enhanced if the authors of the assumptions them- 
selves emphasize how deceptive long-range forecasting can be under present conditions. 
Public opinion should be able to believe that the planner is level-headed, while at 
thre ime time the representatives of various interest groups should become accustomed 
to the fact that planning cannot ensure them precisely those amounts of material and 
finaneial resources that the forecast showed. 


',) The concept of subvariants also arouses a number cf doubts. For example, the 
issumption was made that the size of the generated national income in the pro-invest- 

ment subvariant and the moderate support of consumptions subvariant would be identi- 
ii. What was not tully taken into account was that results for consumption, and 

even tor national income, depend more on the structure of the assumed investments 

ind the ability to implement them than on their total size. Outlays tor local 
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investments (.ahle 7) were allocated mechanically, ignoring the decentralization of 
powers, without showing arguments which would favor the large cities as against a 
more uniform division. Such treatment would be more helpful chan the construction 
of tables with marginal differences in the range of the sums "allocated" to the 
particular voivodships. 


4. The law on planning requires that a step-by-step planning method be used in the 
long-range plans (basically, the 10-year plans). At the same time, the law does 

not preclude the use of this method in other circumstances. The Economic Consulta- 
tive Council is of the opinion that the present situation makes it necessary to 

apply this rule to shorter periods. This ties in also with the indicated inevitabil- 
ity of the fact that the three-year plan is comprised of annual plans and does not 
divide itself into those plans. This says that the step-by-step plan should be 

used in planning practice in the immediate future. 


The correctness of going to step-by-step planning, initially of a three-year time- 
frame and then a five-year timeframe, while at the same time improving the methods 
of problem-goal programming, is dictated also by the need to make planning more 
flexible, and the investment processes whose logic cannot be subjected to the rigid 

camework of a long-term plan. Stepped planning would facilitate the coordination 
of the long-term plans of the CEMA countries for 1986-1990, especially because in 
the financial accounting processes within the CEMA a system of annual stepped prices 
is used. We believe also that in preparing the National Socioeconomic Plan for 
1986-1990, it will be helpful to have on hand the plan for 1985-1987 and to extend 
its timeframe to 1988-1990, 


5. The law on planning requires that the supporting structure for the long-term 
plans be the problem programs. They ensue from the basic social goals of develop- 
ment and the hierarchy of these goals. 


The Planning Commission document makes an attempt to take the problem-goal planning 
principles into consideration, but it does not appear to go far enough, with which, 
anyway, certain inconsistencies in the document are linked. This refers particularly 
to that fact that chapter III (implementation mechanisms) is Limited almost entirely 
to purely economic problems, thus in view of the blurring in the division of tasks, 
authorities and jurisdiction, the reader may get the impression that the central plan 
is supposed to carry the load of all of the social goals. 


6. The portion of the document dealing with the directions of structural changes 
and employment dislocations sounds convincing if the convention in which it is con- 
tained is observed. This fragment of the central plan can and should be in the 
nature of a declaration of intentions. These intentions should then be translated 
into a language of obligatory undertakings of the central plan and the implied, by 
this plan, undertakings of other economic organizatinal units [plant and equipment], 
including the nonsocialized sector. 


The authors of the Planning Commission document are doubtless going on this assumption. 
Nevertheless, the qualification should be made here that even in a more general plan, 
the assumptions made should be based on and justified by a broader supply of analyses 
and calculations. If would be highly useful if, for example, it were shown which of 
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assumptions made could be attained without investments, which have greater or lesser 
implications for the trade balance, etc. In any case, it appears without question 
that in the plan the analytical work must be enhanced. 


lil. The Likelihood of the Threat of Uncertainty 


In this portion of our opinion we will apply ourselves to how, in the "Variants of 
the Concept...", the problems dealing with the most important factors determining 

the rate of growth and the restrictions on the country's economic development, are 
covered. 


1. Foreign Trade 

1.1. In the descriptive section, the 'Variants..." generally accurately present 
the importance of the growth of export during the next three years and up to 1990. 
This importance, in both of these timeframes, is based on the fact that export is 
becoming the main, if not to say the only, factor determining the growth rate of 
import, trom both payments areas, that is dependent upon us. In turnovers with 
capitalist countries this is the result principally of the very high level of debt 
and the degree of burden of current foreign-exchange revenues on export by foreign- 
credit servicing. In turnovers with socialist countries this is also linked to an 
already large indebtedness, but primarily to the repercussions of the acceleration, 
late in the 1970's, in the growth of raw materials prices, and particularly crude 
oil, in international turnovers. 


The descriptive section of the "Variants..." also generally accurately covers such 
difficulties as may be encountered in the attainment of a desirable rate of growth 

of export during the next three years and up to 1990. Particularly worthy of remind- 
er here is the strongly stressed matter of the exhaustion, after 1985, of the ability 
to obtain an increase in export as a result of an increase in export of raw materials 
and materials for production obtained from investments made earlier. Too little 
attention, however, has been given to a similar tendency in the export of farm crops, 
which already appeared earlier. This last problem is presented in the 'Variants..." 
more from the standpoint of the necessity to greatly restrict the imports of grain 
indispensable for the improvement of the foreign turnovers balance with agro-food 
articles. As distinct from agro-food articles, the matter of the conservation of 

raw and other materials as a factor permitting the retention of the level and some 
increase in the export of these materials was not properly presented in the discus- 
sion on foreign trade matters. 

In onv case, one must agree with the thesis contained in the "Variants..."' that in 
reality the source of increase in exports during the next three years and up to 
1990) may be primarily the export of |inished industrial products and services. 


it seems that this assumption pertains mainly to export to socialist countries, 

while at the same time the possibilities of an increase in co-production export is 
appreciated. The export of final products of the electromachinery industry to cap- 
italist countries will be increasingly more difficult in view of the growing competi- 
tion on the world market, and particularly the competitiveness in the exports of 
leading underdeveloped countries. In exports to the developed capitalist countries, 
more advantage should be taken of the possibilities of exporting semi-finished pro- 
ducts and co-production elements. The authors of the "Variants 
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consider the consequences of this in the area of the growth rate of total export. 
They envisage that it will be more rapid during the next three years, which, one may 
believe, is based on the low starting position resulting from the decline in exports 
during 1980-1982. For 1986-1990 a lower rate is assumed, which is linked with the 
assessment that during this particular period the above-mentioned barriers to export 
growth will appear in full force. 


1.2. With oll of the criticism as to the extrapolation from past trends, it appears 
that the assumptions on export growth were made quite realistically. Only the high 
growth rate of export to capitalist countries during 1983-1985 arouses doubts. This 
doubt intensifies if similar comparisons are extended by the flexibility of exports 
in relation to national income or industrial production. The attainment during 
1983-1985 of income flexibility of export to capitalist countries amounting to 1.83 
appears to be very unrealistic, or at the least, very difficult to implement. 


Doubts as to the reality of the envisaged growth rate of export to capitalist coun- 

tries during 1983-1985 are also justified by present forecasts on the development 

of the economic situation in capitalist countries during this period, which, quite 

in agreement, estimate that these will be years of a slower growth rate. Character- 
itically, successive forecasts by Western experts foresee increasingly worse indi- 

cators. 


1.3. Much preater doubts appear in assessing the role of factors which are supposed 
to ensure the envisaged growth of export. The authors of the "Variants..." over- 
estimate the role which in the growth in export of the processing industry its spe- 
cialization may play. We believe that the development of export specialization, 

due to neglect in the 1970's, requires significant investment outlays. The possi- 
bilities in this field are extremely limited, the more so because in the accepted 
timeframe, and especially during the next three years, investments will not have, 
practically speaking, any effect on the growth of export of products in the process- 
ing industry. The growth of export of these products, or more precisely, machines 
and equipment, is a factor that is competing with domestic demand, which will also 


reduce export specialization, 


Estimating realistically, the basic factor stimulating export growth to 1985, and 
also during 1986-1990, will be not so much specialization as the system of current 
management of the economy, and in this, a system of incentives for export growth. 
Of course, this does not preclude the possibility of changes in specializational- 
co-production interconnections with CEMA countries which will give priority to 
export that will not require additional investment outlays during 1983-1985. 


2. Labor Resources, Employment, and Utilization of Cadre Qualifications. 


Labor resources are treated in the 'Viriants..." in a way which does not exhaust the 
problem. For 1983-1985, a complete accounting of resources is absent. Nor have the 
principles of management policy in this field been presented. 


Preliminary estimates show that if the policy of accelerated deactivation of the 
eccupationally-active population is continued, lubor resources during the entire 
five-year period may greatly decline, and employment will become a real barrier to 

a growth in production and expansion in services. The plan's concept should clearly 
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deiine the assumptions of strategy and policy in five important spheres of managing 
labor resources. 


2.1. In the past five-year plan, and particularly in the first years of the current 
tive-year plan, a policy of deactivation of labor resources has been conducted. It 

is estimated that as a result of this policy, during 1981-1983 a total of over 500,000 
people will take early retirement. As a result of introducing two-year upbringing 
furloughs, the labor force will drop by over 200,000. The total loss of labor 
resources, outside of agriculture, during 1981-1983, is estimated at over 700,000- 
800,000 people. If this policy were to be continued to 1985, the resultant loss in 
labor resources would probably far exceed one million people. 


fhe plan should therefore clearly define the principles of policy in this matter. 

If the retention of the principles of granting upbringing furloughs is juscified, 
then the policy of early retirements and the position on employing people of retire- 
ment age must be completely revised. These changes should be based on increasing 
the incentives to continue to work by older people, those able to work, and for 

the youn generation ot retirees (i.e., those who took eariy retirement) to take 
jobs. <A change in regulations which torbid them to take part-time work is also 
indispensable. 


2.2. The lack of adaptation of the structure of the workforce supply to the structure 
of the demand in the local-subsector and qualification cross-sections is an important 
problem: “overproduction” of cadre in some fields and shortages in others. It is 
essential that the scale of this phenomenon be better determined as well as counter- 
action by various means of socioeconomic policy. 


2.3. The plan should also present means of economic policy inducing enterprises and 
workplaces to eliminate excessive employment. The solutions contained in economic 
reform thus far not only do not create sufficiently strong incentives to reduce the 
unnecessary positions in many enterprises, they encourage the maintaining of high 
employment even when this is not justifie” by needs or the possibilities of a growth 
in production. This leads to strains on the labor market, reduces the possibility 
of transferring labor resources to enterprises in which there is an actual shortage 
of workers. In order to increase the incentive for more economical management of 
labor resources, a change in the formula for debiting an increase in the average 
emolument for the Vocational Activization Fund is essential. 


it also seems advisable to have the correct financing of wages by banks and the 
insolyvencies of enterprises more rigidly enforced in regions where a large, unsatis- 
tied demand tor workforce appears. 


22% rhe next sphere of labor-resource management concerns better utilization of 
cadre qualitications, their capabilities and talents. This problem was completely 
omitted in the "Variants...'. In 1980, the socialized economy employed 915,000 
people with a higher education, including 385,000 engineers. In 1985, employment 
of persons with a higher education will increase to approximately 1,150 thousand, 
including 420,000 engineers. 


Numerous studies show that the qualifications of these cadres are not being adequately 
utilized. The large abundance of cadre with a higher education constitutes a 











potenti.l for .ecelerating technical, organizational and social progress. However, 
this requires a specific policy and strategy: including in the socioeconomic devel- 
opment plan tasks for these cadre on a broader scale than at present, and the develop- 
ment of an incentive system for wide-range innovational progress, 


2.5. The 'Variants..." propose two variants of policy concerning working time: eith- 
er abandonment of the five-day workweek in those sectors of industry and fields whose 
development is not restricted by the supply of raw materials, or retention of the 
five-day workweek at the expense of extending the time necessary to emerge from the 
crisis. 


The Council believes that there is no possibility of legally restoring the six-day 
work week for the people. It is possible, however, and there is a social need, to 
implement the third variant, the compromise one, based on the principle of voluntary 
work on free Saturdays. In warranted cases it would depend on an organization of 
work, for example, wherethe workplants would operate six days a week with a five-day 
workweek for the people. Then a certain portion of the workforce would obtain an 
additional free day for the Saturday worked. The possibility of extending vacation 
time by the time worked on free Saturdays can also be introduced. However, the 
-esent principles of payment for free Saturdays should be retained. 


3. Investments 


3.1. The first problem to be considered is the matter of the absorptive capacity 

of investment, i.e., the proportion between financing, producer goods, and performance 
capacity. There is reason to believe, for example, that the structure of the 

present performace apparatus of investment construction, oriented towards large 
construction, does not meet the country's current investment needs. It is not suffi- 
cient, therefore, in the further work on the plan, to be satisfied with the total 
balancing of performance capacity with the investment program, but there arises, 

again by way of example, the problem of efficiently utilizing or liquidating super- 
fluous equipment. Similarly, the present territorial distribution of construction 
cadre may not correspond to current needs. It should be borne in mind that decentral- 
ization of the investment process and the self-financing principle are only in a 
limited range able to efficiently solve current problems in this field. 


It may be assumed that uscer conditions of self-financing and prudence on the part 
of banks in granting additional financing to enterprises, there will not be too many 
mistakes, i.e., beginning of investment works without a likelihood of finding execu- 
tors, and without the assurance of materials. It appears to be more probable that 
at the moment the self-governments start up, the pressure to increase the portion of 
profit and bonus at the cost of even the development fund will grow. There is even 
the fear that this phenomenon will take on extreme dimensions. 


At the moment, however, overall the danger of traditional disproportions has not 
vanished. This is shown by the fact that despite the reduction in the State's 
investment outlays, the prolongation of investment cycles continues, and severe 
delays in completion of work begun constantly occur. The finding of workers for 
construction has become distinctly more difficult for investments in the socialized 
sector, and this is due to the effective competition on the part of private construc- 
tion and repairs for private individuals, at inordinately higher wage rates. This 
pertains primarily to highly qualified workers, those indispensable for the finishing 
work, 
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3.2. The road to ensuring a desirable level of investment is difficult. A reduction 
in investment outlays appecrcs obvious in the first phase in order to heal the process, 
so that in the second phase it would be possible to approach the investment programs 
more boldly. Furthermore, it is essential that the distribution of investment pro- 
grams be adapted to local capabilities, which is immeasurably important for housing 
construction and agricultural investment. In both these fields, difticult-to-solve 
conflicts exist: on the one hand, there should be striving to increase the automati- 
cally obtained local funds and to utilize the outlays of the populace, and on the 
other hand to exert influence where possible, in the direction of priority to areas 
that have a surplus workforce. 


As concerns basic construction elements (with the exception of finishing materials), 
we need not expect turther restrictions, but it is worth calling attention both to 
construction equipment and production machinery. The accepted hypothesis of the 
development of export is based primarily on the assumption of the growth of export 

of machines. At the same time, the need to satisfy requirements in this area on the 
part of small-scale and private industry and the very lurge renovation needs in many 
enterprises comes into play. It therefore seems proper to call attention to the fact 
that the supply bottleneck may change in character. 


4.3. The Planning Commission document envisages a percentage distribution of the 
“large consumers’ investment fund: housing construction and the food economy. If 
we add to that the funds for completing the continued investments, then it appears 
that extremely small amounts of monetary and material resources will remain for the 
decentralized industrial investments, mainly the restitutional and modernization 
investments (aside from the complexes mentioned above). In addition, after all, 
the tasks of structure changes come into play, which cannot be implemented without 
investment outlays, Without question, only in very small measure can this task be 
executed in the next three years, and most investment outlays will fall into the 
next five-year plan. Nevertheless, preparations for these future tasks, insofar as 
possible, should be made now, taskswhich certainly cannot be executed without new 
investment outlays. 





It seems thot in connection with this the percentage distribution ot the investment 
fund made e~ ante, as described in the Commission document, has no basis aside trom 
the tact that it relates to directional political decisions. However, these decisions 
should be understood only as an expression of intentions and can be assigned a time 
frame only at the appropriate moment. This is the more proper in that the share of 
private investment in the tood economy is assumed to be high, and in the housing 
economy it should be increased, about which we will say more later We believe that 
it is essential to develop 4 new investment program, and above all, a system of 
measures in relation to housing construction and rural investment. 


In considering the problems of the continuation of investments inherited from the 
previous pertfod, we believe that an annex is needed which would list the specific 
investment objects with a breakdown into the central plan and the others, with justi- 
fication tor the effectiveness of continul .g or abandoning the undertakings, and 

the contormity of the continuation with the approved strategy of structural trans- 
formations. Also, with an indication as to whether, and how far, the piven object 
afiects the already too-familiar bottlenecks, especially in producer goods and 
agriculture. Proposals for turther investment revistons can result from such an 
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analysis, anc for new undertakings in areas of production where shortages are most 
acute. From this standpoint, the entire document reflects a lack of boldness in 
assuming radical undertakings, a lack of boldness in formulating structural priori- 
ties, even though this sometimes appears verbally. For selected elements, a distinct 
departure must be made from the generally aggregate form of the plan, without, of 
course, relinquishing the multi-unit arrangement as an inviolable concept date. 


3.4. It is particularly important for a realistic investment policy to make quanti- 
tative and qualitative analyses of the occurrences of imminent depreciation of 

fixed assets, and to determine in which subsectors and branches depreciation may 

turn out to be in conformity with the interests of structural changes in the 1980's. 
The share of restitutional investment in industry for the 1986-1990 period, amounting 
tc a minimum of 30 percent of total investment in the national economy, raises doubts. 
One should suppose that as a result of the low growth rate of investment outlays dur- 
ing these years and the decline in this rate during 1983-1985, the share of restitu- 
tional investments in total outlays should be much higher in the entire national 
economy. 


4. Growth Rate of Production 


We have already emphasized that measures in behalf of efficiency, which varies in 
different management fields, play tie determining role in our future development. 


4.1. The functioning of mechanisms which increase the rate of production has already 
been expressed in all of agriculture. However, in relation to the non-agricultural 
socialized sector, consideration should be given primarily to qualitative results 

and to decisions aimed at better utilization of existing production factors. 


In this sector, the basic problem on this plane is the matter of a system of incent- 
ives. 


The weakness of the incentive system at this time is obvious. This is linked princi- 
pally to the existence of market unbalance which does not allow for larger wage 
increases. Furthermore, the incentive value of wages is undermined by a number of 
deformations which long ago or recently crept into the system of emoluments. Left 
over from the past is the difference in rates among particular plants within the 
framework of the so-called subsector hierarchies. A more recent phenomenon, which 
has been in effect and often reinforced recently, is the disproportion which arose 
among plants in the same subsector. The new incentive system will not eliminate this 
until the disproportions in the positions of particular plants prior to reform are 
diminished (the matter of charging bad investments from the boom investment period 
against costs, the matter of overvaluing fixed assets, possible amortization relief, 
for example, for enterprises that are unable under present conditions to fully util- 
ize their production capacity, etc.--all of these play a part here). It would not 

be realistic to believe that this problem will solve itself, by the introduction of 
the system provided in the reform, because there is no guarantee that making the 
workers’ wages dependent on profits and efficiency will, as a rule, operate in 

behalf of equalizing the odds. Hence the need for regulations which will lessen 

the disproportions so galling to the workforce. 


Therefore, we are estimating the immediate results of the application of an incentive 
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very caretully, which does not prevent us from expecting greater efticiency over a 
Jonger time span. Each achievement towards internal balance will be important here. 
If a positive state of social attitudes and an improvement in work organization and 
discipline could also be added to these factors, then the assessment of an increased 
growth rate in the future could be more positive than it is at this time. 


4.2. The growth rate of development can also be strengthened by certain economic 
neasures. If deeper structural changes can be achieved only after a certain time, 
since they will require large investment outlays, then changes in the structure of 
the product range, and speaking more broadly, in the structure of current production, 
are often possib‘e in a shorter time. Efforts to increase the production of spare 
parts (even at the expense of producing new machines) can bring important benefits. 
[he same applies to supplying vehicle, tractor and farm machinery pools with tires 
and batteries. it is estimated that over one-third of the tractors in agriculture 
are idie, and that the situation in city and even intercity transport, and in con- 
struction, is no better. Finally, cases are frequently reported, confirmed by the 
first Feonomic Consultative Council questionnaire--quite inaccurate, it is true-- 
that otten the brake on production is not the lack of expensive imported raw mater- 
ials, but less expensive components. Making it possible to obtain foreign exchange 
for the purchase of the proverbial washers, as proposed by the Council, and also 
permitting the sale of a portion of producer-goods production outside the distribu- 
tion system at commercial prices, should bring certain benefits. lit appears, how- 
ever, that it would be also necessary to make a general study of the problem of the 
so-called bottlenecks and to take the necessary actions in the policy of the distri- 
bution of toreign exchange or in the operational programs. 


4.3. The Planning Commission ascribes major importance to a reduction in materials- 
intensiveness. We donot say that the general assumptions in this field are unreal- 
istic, but certainly they are very difficult and require advance actions. We may 
suppose that the Commission is counting on the fact that technological innovations, 
new products, equipment and machinery, will be introduced. The {nnovational pro- 
cess is supposed to begin with the systems-type changes. What is important, however, 
is not just the concept, but also the investment outlays, both for the enterprises 
which are to apply the new technologies, as well as for the new producers which are 
te produce the material tactors indispensable for inncvation. Thus, although in 
the distant timeframe we can believe that even very bold tasks will succeed, in the 
very short timeframe we must be very careful in anticipating progress in this field. 
At the same time, it is essential that we expect that additional financing will be 
supplied te enterprises out of central funds or with the help of special credits, 


since we cannot rely only on the automatic application of technical progress. 

The List of subsectors which would benefit from special privileges is tied in with 
this matter, but not just with it alone. Two ostensibly conflicting doubts arise 
here. First, we know that a very long list of priorities always leads to their 
filution ond weakening. In this sense, the list attached to the Commission's docu- 
rent is toe long. On the other hand, one should suppose that it should be more 


pocitic, detining, if possible, the products whose producers would be entitled to 
ial treatment. 
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5. Agriculture 


5.1. In agriculture, the time factor is particularly important, which must be 
considered in forecasting production. In addition, the random factor enters in 
here, again to a larger degree than in other fields. Finally, tiis year's fodder 
difficulties will undoubtedly have an effect on next year's animal production. 

This means that in 1983 there will not be the increase in rate of production envis- 
aged for the three-year period. 


The disproportion between the income from farming and the supply of market goods, 
which is particular severe in the rural areas, coincides with the slower-than- 
envisaged s,rowth rate of deliveries of industrial articles for farmers. This 
weakens the incentive system. Under these conditions, price increases cannot play 
a significant role. The matter of a materials flow may be considered to be most 
important in stimulating farm production. Insofar as another important factor is 
concerned, i.e., the proper structure of investment, the effectiveness of different 
directions of allocating outlays should be examined, e.g., whether the giving of 
priority to water supply in the rural areas through land reclamation is correct, as 
the Planning Commission proposes. 


For a number of years we have conducted a policy of high imports of fodder without 
halting the rise in meat consumption, and even favoring it through low prices for 
the consumer and relatively high prices for the producer. A different policy is 
now necess.iry. We do not question the thesis that we must reconcile ourselves 

to decline in meat consumption, although we should fear that the results of this 
decline may be particularly painful for the city population, for the countryside 
can maintain its own consumption at a relatively higher level. 


It is important to know, however, how steep a decline in slaughter animal production 
is permissible from the standpoint of the more distant future and what conclusions 
should be drawn from this for foreign trade policy. For many years, due to short- 
ages of foreign exchange for import of fertilizers, we have imported grain purchased 
on credit. We should not make the same mistake now in relation to the alternative 
of importing grain or meat. Already next year we expect to import meat because we 
could not purchase fodder this year, and the potato crop failure tells us that we 
should look for a drop in animal production despite a good grain harvest. This is 
an additional argument in favor of the thesis that the farm production growth indi- 
cator will not exceed an annual average of 2.5 percent, and that the assumptions 

of the 'Variants...' on an over 3 percent increase are too high. 


Next year there will be a very difficult-to-resolve conflict between the import of 
fodder and consumer goods. Some of the farm experts propose that it be resolved 

by increasing the import of fodder, compensated later by export of animal products. 
This reasoning, in abstract. makes sense, and it is too bad that it was not applied 
in the 1960's. At this time, however, the world ratios of fodder and animal product 
prices have clearly worsened. The profitability of the operation has become doubt- 
ful, and furthermore the opinion of experts on farm exports that the absorption 
capacity o! foreign markets for our animal production is limited should not be 
ignored. There appears to be no easy solution to the problem. It must be assumed, 
therefore, that the matter should be further examined during the entire three-year 
period, because conditions could change. 
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5.2. A reduction in the supply of meat will, of course, be very acutely telt by 
the consumers who in Poland attach particular importance to this product as one that 
symbolizes a higher standard of living. 


This should not be underestimated. However, a drop in the supply of meat from the 
standpoint of relatively reasonable nourishment by the populace should be feared. 
For this reason it is extremely important to quickly and constantly develop the 
supply of substitutes such as eggs and cheese. Over the longer period there is still 
the matter of improving a method of utilizing milk production in replacing butter 
with margarine, but that is a matter for the more distant future, in view o! the 
population's eating habits. However, it seems that insufficient effort is being 
made to avoid waste in animal products, particularly milk, and also fodder. Without 
goirpg into details, it seems proper to state that in relation to farm production, 

a mechanism funclioned similar to the one that in industrial production was the 
pursuit ot a total product without reg aird to material waste, etc. In all fields of 
farm production, from the producer to the final consumer of the farm product or the 
product produced on the basis of farming, there is a waste in input, with few excep- 
tions. Perhaps the Planning Commission regards this to be too detailed a problem, 
more applicable to the food management plan than to the "Variants...'. In any case, 
we find no trace of this theme in the document. 


6. Living Standard and Conditions 


6.1. We may, we believe, make the case that with a gradual growtn in the consumption 
fund per inhabitant envisaged for the next eight years, two problems appear in sharp 
focus: first--how far the so-called improvement in quality of life can compensate 
the yvradual increase in the standard of living, and second--what should be regarded 
as the priority requirements. 


ft is obvious that an improvement in the quality of life alone cannot be a substitute 
for a successive improvement in the level of consumption. However, an equivalent, 

or even a yreater improvement in the conditions of daily activity at work or outside 
of work is tremendously important. If we are speaking about conditions at work, then 
at least fer a large number of workplaces the activation of self-governments will 
bring in a new element. In a certain sense the choice between a standard of lLiviny 
and conditions of daily work will be made by those who are themselves involved in 

the process of a discussion on the division of profits. However, if we are reter- 
ring to conditions outside the workplace, then this is a matter of central policy 

and the activity ot local authorities. 


At the level of the village and smal! town settlements, and sometimes also in the 
medium-sized towns, steps can be taken so that to a certain degree the choices can 
be made with the broad participation of the populace. We have in mind the choice 
of priorittes as to particular municipal services. In the larger cities, trans- 
ferring responsibility to those involved does not come into play. It is essential, 
therefore, to define these priorities from the top. An evaluation of this problem 
is very dilfticult. We believe, however, that two matters are of major importance: 
a time bud;et and the matter of dwellinys. 


6.2. The populace's time budget will depend to some degree on investment outlays 
(e.g., city transportation), but in fields requiring outlays, organizational 
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matters which determine efficient functioning of existing equipment are no less 
important. Ostensibly, the matter of administrative formalities and the functioning 
of services such as the post office or the purchase of railroad tickets is less 
important. Of course, not everyone at every moment is using these services or 

has something to take care of in the administration, but the difficulty in taking 
care of these matters is very much felt and there can be no excuse for it. Efforts 
in the areas mentioned are glaringly inadequate. 


6.3. It is hard to judge which of the needs is worst-satisfied, but there is 

a common agreement that jitis the need to have one's own dwelling. Various surveys 
confirm this. To make a case for this need, the numbers of those waiting for apart- 
ments, the increase in number of married couples, etc., are employed. These are, 

of course, useful indicators, but in a certain sense they underevaluate the social 
tensions. Everyone waiting for an apartment is a member of some kind of family 

unit which, along with him, impatiently awaits a change in the housing conditions of 
a son or dauyhter. 


In the issessment of the prospects for housing constructions made in the assumptions 
of the "Variants...', there stands out, first, the contradiction between the verbal 
cognition of priorities for housing and the unanswered, in the document, conse- 
quences of the accepted assumptions. Their figures show that the level of construc- 
tion would remain at a level close to that of 1967-1972, whilethe number of people 

and the shortage of dwellings is now much higher. Second, the assumptions in the 
"Variants...' do not take into account the substitutional effects and the important 
economic consequences that the development of construction can bring if it uses 

its own input, i.e., removes a portion of the purchasing power from the market and 
puts it into housing construction. Hence the thesis was advanced by the Economic 
Consultative Council that the development of housing construction can be accelerated 
as a function of increased material input by the people, or their own work effort. 
This thesis requires that credit assistance must be given to a greater degree to 
aid selected groups of organizational units, and that a formula for an open housing 
construction plan from the populace's funds must be clearly stated. 





From many standpoints, the contrastiny of the housing variants with the agro-food 
variants in the document seems to be incorrect. On the contrary, taking into con- 
sideration the economic functions of construction and the housing requirements of 
the countryside, common, mutually supporting, elements, can be found. 


The thesis in the document on the possibility of reducing housing construction costs 
by 35 percent should now be regarded as unrealistic. True, the process of making 
construction more efficient contains » large potential for cost reduction, however 
the reduction cannot be made selectively in specific areas of construction. Insti- 
tutional reforms and structural changes in all of investment and repair construction 
and also changes in technological policy are required. Complete results can be 
achieved probably only after large trinsformations in the structure and organization 
of construction enterprises. 


Under present conditions we have departed from the building of a housing program in 
physical units (number of dwellings or rooms), later implemented with delays and 
growing cosis, as was the case for years. But in order to control the development 
of construc! ion, successive ceilings on its size should be designated, which would 
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permit, first of all, a halt to turther deterioration in the housing situation 
(approximately 300,000 apartments), and second, assurance of lasting improvement 
(approximately 350,000-400 ,000). It is also necessary to respect the flexible 
character of construction plans, based on the populace's funds. In speaking earlier 
about adapting investment programs to absorptive capacity, we had in mind, among 
others, and even primarily, housing construction. 


6.4. Despite the very clumsy application of state control on consumer goods and 

the understandable unpopularity of this system, it alleviated the hardship in making 
purchases. With the hope that the supply of goods will improve, the tendency towards 
exempting specific goods and transferring them or a part of them cto open sales (alco- 
hol, some cigarettes, high-octane gascline) is increasing. It would be difficult to 
say that the method by which this was done in relation to cigarettes and gasoline 

was reasonable-open-sales prices were not increased at this time, as was rightly done 
with vodka. It seems that a tixed rule should be established, that in Liew process ot! 
reducing state control--a process which, after all, will go on for many vears--the 
price of so-called commercial sales should be established at a balance level. At 

the same time, it has become necessary to extend rationing to footwear and certain 
articles of clothing. At the moment that this text is being written the new system 
is not vet known. It is known only that the term "controlled sales" carries with 

it a system of coupon allocation. By whom, on the basis of what criteria, is not 
known at the moment. We can expect hewever, that the traditional problems connected 
with the distribution of coupons will return. 


Another comment on the subject of possible extension of state control is that it 
must be applied early enough, before the goods to which it relates reach the black 
market. That is what happened with cigarettes, that is what is now happening with 
cotton underwear, for example. However, with every system of state control, it 

is extremely important that the method by which it is done not be burdensome. 


6.5. Subjective evaluations of the living standards and conditions cannot be uni- 
form in society and only coincide with evaluations based on quantified measures ot! 
satisfying specific needs. In addition to the level to which needs are satisfied, 
there is also the rate at which these needs are satisfied. We believe that the 
extremely eralitarian position ts weaker, and that there are signs that a greater 
ditterence in remuneration between powr and good workers is being demanded, that 
reservations are appearing concerning the very high share of compensations and family 
allowances in relation to the wage itself, and that the wage scales continue, and 
rightfully, to be protested. 


, we are not yet completely faniliar with these subjective evaluations, and 
even if we already had them we would not use them to make any hypotheses on the 
development of future positions. That is why the statement contained in the Planniny 
Commission document that an understanding of the policy proposed in the 'Variants..." 
on the part of the least well-off groups and the groups with relatively higher in- 
comes can be counted on appears to be risky. 


Ar \ q*t ‘*T 


From the tine chat the thesis on the protection of specific groups of people and 
specific basic needs was clearly stated, there has been no increase in understandins 
that the existence of a "protected" sector also requires the existence of a "sacri- 


ficeiny'’ sector. We must realize, however, that the burden of a highly proyressive 
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income tax would not produce benefits commensurate with the task facing us on the 
redistribution of income, unless a burden was put on many sections of the working 
class (the miners, primarily but not exclusively). The possibility, more practical 

in our circumstances, put forth by the Economic Consultative Council, of decreasing 
the inflationary pressure at the expense of the better-situated groups, based on 

a price increase on other consumer goods (for example, by taxing these goods indirect- 
ly), often appears in society's awareness not as a means of increasing the availa- 
bility of goods and redistribution of income, but as a danger that they will not be 
able to buy these goods in the future. A wide-scale and consistent explanatory cam- 
paign is essential in this matter. 


The basic tasks on the redistribution of incomes rest not only on price cond tax 
policy, but also on social policy. In the 'Variants..." the need to apply social 
policy to the present realities is riyhtly mentioned. However, there are no consis- 
tent proposals on this subject. The section on social policy goes beyond the matter 
of the protection of the economically weakest groups and contains many proposals 
dealing with other things. 


7 Balance and Disproportions 


7.1. Money-market balance. The "Variants..." accept the hypothesis that the popu- 
lace's monetary income will be balanced with the supply of goods and services by 
1985. This assumption is based on the expectation that the populace's monetary 
income will increase by 65 percent and the supply of goods by 75-80 percent, in 
current prices. 


The thesis that market balance will be achieved by 1985 arouses a number of import- 
ant doubts. The first doubt concerns the rate of growth of prices, which next year 
would amount to 25 percent, 15 percent in 1984, and finally in 1985, 10 percent; 
altogether (calculating in compound interest), approximately 60 percent in a three- 
year period. The first of these figures should be questioned. There is already 
too much proof that price increases mide on the threshold of the year are felt 

most acutely by the majority of the people. Many workforces are particularly 
sensitive about this. It is true that several points of this 25 percent increase 
next year are the result of decisions made in the past, but regardless, a several- 
percent increase would have to be made to implement the assumptions of the plan. 
For political reasons it is unthinkable to do this in the form of an accumulated 
price increase at the beginning of the year because on an annual scale the tull 
drainage effect, corresponding to the accepted degree of price increase, cannot be 
counted upon. Thus, elimination of the inflationary gap next year would be much 
weaker than would be desirable from the standpoint of achieving balance. Further- 
more, it is impossible to determine the effect of the increase from this standpoint 
until it is clear how the movement of wages, resulting from the increase in enter- 
prises’ self-dependence in disposing of profits and the reform of the wage system, 
turns out. Under these conditions, even the proposed price increase cannot ensure 
the anticipated result. 


Second, there are doubts in the light of the items not covered by the text of the 
assumptions. In 1985 the compensations granted to those who save will have to be 
paid--a sum of approximately 180 million zlotys. Was it taken into account in the 
calculations? 
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Third, it also seems questionable whether the sum of 480 billion zlotys, as the 
level ot stocks which are to be rebuilt in trade by 1985, is realistic. It is not 
clear whether this amount is calculated in fixed or current prices. In the latter 
case, calculated in 1981 prices, this sum would be less than 300 billion, which 
would indicate a growth of not quite 50 percent in relation to stocks amounting to 
186 billion last year. If this were the case, it is impossible to believe that the 
demand and the continuity of sales in shops could be satisfied, since the state 

oft the stocks in trade, counted in days, would continue to be much lower than in 
the pre-crisis period. If the proposed amount pertains to fixed prices, then of 
course the fear would be less, since the level of stocks would be actually two-and- 
a-~half times higher than last year, which, in any case, would not mean that there 
would not be a serious unbalance in specific sectors, even if total balance was 
being appro;nched. But is the anticipated level of market deliveries sufficient for 
such model of stocks of goods in trade? 

These doubts are intensified by the matter of the anticipated state of stocks at 
the end of 1983 and the following years. The envisaged execution of the plan for 
the vear 1982 and all of the variants of the plan for 1983 do not assume a growth 
in stocks in comparison with 1981. How, in the two years 1984 and 1985, could such 
“reat progress in the level of stocks be made, which the thesis on balancing supply 
and demand implies? 


Approaching the matter from another standpoint, the problem of the formation of the 
inflationary gap must be considered. Last year the gap was estimated by the Polish 
National Bank to be a sum corresponding to 15 percent of the population's disposable 
income. The ‘Warning Forecast" estimated the gap in the middle of last year at 
about 10 percent. Since that time--as feared by the Council--as a result of not 
making use of the proposals pertaining to the so-called "crisis tax" (stabilization 
tax)--the gap is growing. 


Of course, matters could have been better from the standpoint of balance if it had 
been possible to count on larger revenues from direct taxes on the population. But 
such a hypothesis would have been a deception. Neither a radical tax nor a proven 
equalization tax will furnish truly adequate sums. The equalization tax will not 
"ensnare" the incomes on the economic fringes, and cannot be too high in relation to 
private cratts because it would be easy to repeat the experience of the past, in the 
torm of inhibition ot the development of this sector. Even with severe taxation 

it} of the revenues from nonsocialized crafts would do little for overall balance. 
Finally, in relation to workers in the socialized sector the persons taxed would 
have to be the miners, shipyard workers, metalworkers, and other skilled groups of 
the working class, This would certainly bring forth protests when it appeared that 
this tax cuts into the incomes of an important part of the workers of the socialized 
sector and is in conflict with the tendency of good remuneration for good work. 


laking all of these objections into consideration it is hard to believe that the in- 


tlationary sap will be eliminated by 1985, and there is nothing worse than arous?: 
hopes that are doomed to failure. The recovery of balance will po beyond the yea. 
19R5 

Internal balance. The lack of internal balance at the start of the construc- 
tion of the plan is due primarily to the very debt owed to the capitalist countries. 
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This is a factor that has a stronp iniluence not only on the ability to attain 
internal balance by 1985, but also on the entire development of the economy during 
this period, and also during 1986-1990. This is also a basic element of uncertainty, 
complicating greatly the preparation of the plan for the immediate future. 


Actually, this was taken into account in the material prepared by the Planning Com- 
mission. This was shown by the fact that the basic factor determining the variant 
presentation of the concept of the National Socioeconomic Plan up to the year 1985 
and the preliminary assumptions for 1986-1990 was really the uncertainty as to the 
method of solving the matter of indebtedness. The rescheduling of debt servicing 
in the capitalist countries is vitally important from this standpoint, more import- 
ant than the obtainment of new credits in the individual years. 


Closer examination of the "Variants...", insofar as this is possible on the basis 
of the data contained in this document and the supplementary tabular portion, pro- 
vokes serious question as to whether really the matter of solving the problem of 
indebtedness in capitalist countries is the basic factor differentiating the parti- 
cular variants of the plan concept. One gets the impression that the differences 
hotween variants II and III from the standpoint of effect of external balance on 
.nternal balance are minimal. This indicates that it is advisable to again analyze 
the variants of the concept of the National Socioeconomic Plan to 1985, and to dis- 
tinctly recognize that during this period the differentiating factor in each should 
be the settlement of the matter of extending the time for servicing the indebted- 
ness, ensuring the highest possible growth rate of imports. Acceptance of this 
criterion and consistently including it in developing the plan variants, is neces- 
sary because keeping the burden of debt-servicing to a minimum in the early years 
is one of the basic conditions for getting the economy moving and coming out of the 
crisis. 





The criterion for planning the development for 1986-1990 by variants should clearly 
be different. During this period it is desirable, and perhaps inevitable, that 

the economy be gradually freed of indebtedness. The assumptionsregarding this as 
shown in the "Variants...'' appear to be too ambitious. They provide that the begin- 
ning of the lowering of the debt level will occur in approximately 1988 at the 
latest, whereas if we accept the different assumptions this process will begin, we 
believe, later. 


Without denying the need to forecast external balance over a longer period, it is 
still necessary to clearly state that it is based on many variables that are diffi- 
cult to estimate. Under these circumstances it may be treated as a very large 
approximation, allowing--at the most--for a definition of the time interval in which 
this extremely important proportion of the development of the economy will take 
shape. Not only do the results of negotiations with creditors enter in here, but 
above all, the possibility of increasing our exports, and also such factors as 

the market interest rate, the rate of price increases in international turnovers, 
our terms of trade, and even the development of the entire international finance 


system. 


The Planning Commission's assumptions, in accordance with which the process of the 
gradual reduction of indebtedness will begin at about 1988 at the latest, may turn 
out to be real only if external conditions are exceptionally favorable. 
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This pertains principally to an improvement in the economic situation and a result- 
ant increase in sales of new goods, a declining trend in the interest rate, and an 
increase in prices in international turnovers which will be reflected in an improve- 
ment in our terms of trade. Even if such a favorable combination of external condi- 
tions appears, foreign debt will remain during the entire period to which the "Var- 
iants...' refer, a factor of tremendous influence on the developmentof our economy. 


IV. Final Comments 
|. Completion of the Present Stage of Work 


A meeting of the representatives of the Economic Consultative Council with a repre- 
sentative of the Planning Commission in the matter of the "Variants..." took place. 
An exchange of viewpoints took place during this meeting. Agreement of opinions 
was not achieved on all matters. The discussion or particular issues will be con- 
tinued later during the course of the preparation of the three-year plan. 


Insotar as ditterences of opinion are concerned, they pertain, for example, to the 
questioning of the feasibility of attaining really solid money-market balance as 
early as 1985, the feasibility of reducing the country's indebtedness beginning in 
1988, the agricultural production growth indicator, a solution to the conflict 
between particular investment requirements by specifying a division of investment 
outlays ex ante in percentages, and problems such as the danger ol excessive re- 
strictions on new investments for enterprises while at the same time excessively 
burdeniny investment tasks vith outlayfor continued investments, etc. 


The o.erall development hypothesis (rate of growth) continues to raise certain 
doubts, These are more far-reaching in relation to the first three-year plan than 
to 1986-1990, These doubts ensue not only from a number of already-mentioned diff- 
iculties, but also trom the necessary sequence of measures: ftirst an increase in 
effective operation of a new system for the functioning of the economy, and parti- 
cularly an incentive system, then innovations and their application, then invest- 
ments which change the structure of tixed assets and current production, and only 
then a high increase in efticiency. 


However, we submit no formal reservations as to the envisayed rate, because the 
amounts which we might possibly submit would be at least as controversial as those 
contained in the Planning Commission document. 


2. Work on the Plans 


The meeting with the Planning Commission allowed us to explain which analytical and 
forecasting reports, which are not in the assumptions, will be in the plan. This 


; 
pertains ters 


m analysis of the initial state (ior example, utilization of production capacity 
and structure of demind and supply of labor resources, as well as identification, 
is detailed as possible although surely not completely, of bottlenecks that require 
direct State intervention), 
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--a demographic forecast and a forecast on a labor factor prepared with a realistic 
assessment of the possibility of relocations; 


--financial forecasts as to a finance plan (State budget), finances of enterprises, 
and population's incomes and expenditures. 


Furthermore--independent of the questioning of the amounts contained in the Planning 
Commission text concerning the growth of the population's incomes and supply of 
goods at the envisaged price increase--we believe it essential to more fully prepare 
an anti-inflationary program assuming less increase of controlled inflation, especi- 
ally in 1983. The price shock at the beginning of the current year cannot be re- 
peated so quickly, in view of society's endurance limit. We also belive it essential 
to prepare a more developed program of social policy and assumptions of territorial 
policy connected with the plan. 





3. Summary 


The goals of the plan, as formulated in the document, are the expression of the right 
intentions, but thus far an examination does not yet give us a basis to determine 

o what degree and in what way these goals are attainable. This pertains particul- 
arly to the prospects and methods for restoring balance, a factor of fundamental 
importance for achieving the other goals. The calculations prepared thus far are 
useful primarily as an indication that we cannot depend on something which could be 
a substitute for the need to improve management efficiency. Without this there will 
be no likelihood of lasting progress in overcoming the crisis and protecting society's 
living conditions. It is impossible tw say in advance what, where, when and how much 
can be achieved by an improvement in efficiency. But it must be clearly stated that 
the plan will be more useful if it more thoroughly and concretely prepares the con- 
ditions and indicates the possibilities of pro-efficiency measures. 


A general assumption that this will result by the application of reform is unsuffi- 
cient here. Special significance should be attached to outlining a specific scenario 
in the plan to put the pro-efficiency processes provided in reform, into effect, 
taking into consideration the separate conditions of the particular fields of the 
economy and segments of the markets. We believe that this will occur during the 
preparation of a draft plan, both by increasing its structural aspects (clearly 
indicating the main supply and demand preconditions) and by applying to these inten- 
tions the appropriate instruments which would provide a chance of effective action. 
The list of instruments given in the Flanning Commission document is, in the present 
form, a general list, which does not, it is true, arouse any reservations, bt 
neither does it allow for stating either the place and range, or the moment, at 
which these instruments can be effectively applied. 


We also believe that the plan will be more useful if the premises of socioeconomic 
policy policy regarding the main, conflict problems, relating te the following 
spheres, are defined more clearly: 


--the consumer-goods market, prices, wage-income relations, the relative feasibility 
of subsidizing market consumption and financing social services; 
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--investment policy, in the light of contradictions between the legacy of commit- 
ments trom past years, new structural and technical requirements (conducive to an 
inc.ease in efficiency) and a severe restriction in the accumulation capacity of 


our economy; 


--a policy for activating export, i.e., increasing the competitiveness of our ex- 
port tender while ensuring that it will be more efficient, and a policy on restric- 
tions which result both from import barriers (caused by the payments situation), 

as well as from the linkage between chances of success of pro-export policy and 
results of solutions applied to previously mentioned internal problems of the economy. 


The Economic Consultative Council will be guided by these assumptions in cooperating 
with the Planning Commission during tuture work on the plan. 
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POLAND 


SPECIAL CURRENCY EXCHANGE RATES PUBLISHED 


Effective 25 October 1982 





Warsaw TRYBUNA LUDU in Polish 25 Oct 82 p 7 

[Text] Announcement of Exchange Rates Table No 45/82, effective 25 October 
1982, by Zdzislaw Pakula, for the president, Polish National Bank, on 25 
October 1982. 


{Il. Foreign-Currency Exchange Rates in Zlotys for Countries of the Second 
Payments Area [Capitalist Countries]. 


Exchange Rates Table No 45/82 




















Foreign Exchange Money 
Curr 
Country Symb Currency Purchase Sales Purchase Sales Average 
“4 5 1 2 6 
Yugoslavia 718 100 dinars 112.45 113.59 97.47 115.28 113.02 
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Effective 2 November 1982 
Warsaw TRYBUNA LUDU in Polish 2 Nov 82 p 7 


[Text] Announcement of Exchange Rates Table No 46/82, effective 2 November 
1982, by Jan Korczak, for the president, Polish National Bank, on 2 November 1982. 


1. Foreign-currency exchange rates in zlotys for countries of the first payments 
area [socialist countries] for commercial and noncommercial payments remain un- 
changed. 


In purchase of travelers’ checks for rubles, issued by the USSR Foreign Trade 
Bank and payable outside the USSR in the currency of the country where cashed, 
an exchange rate of 11,862.96 zlotys per 100 rubles is applied. 


Il. Foreign-Currency Exchange Rates in Zlotys for Countries of the Second Payments 
Area [Capitalist Countries] 


[Table on following page] 
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Exchange Rates Table No 46/82 
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*Valid also in clearing accounts with the following countries: 


Peru and Turkey. 


**Valid also in clearing accounts with the following countries: 


Pakistan. 


kkEThe Polish 


CSO; 


2600/ /6 


National Bank does not 


purch: 


in these currencies. 


Foreign Exchange _ Money 
Curr 

Country Symb Currency Purchase Sales Purchase Sales Average 
a _ 4 5 1 2 6 
Saudi Arabia 771 1 rial*** y be OP 25.55 -- -- 25.42 
Australia 781 l Aust. dollar 81.42 82.24 80.19 83.47 £81.83 
Austria 786 100 schillings 486.80 491.70 479.46 499.04 489.25 
Belgium 791 100 francs 176.85 178.63 174.19 181.29 177.74 
Denmark 792 1 kroner 9.72 9.82 9.57 9.97 9.77 
Finland 780 l markka 15.81 15.97 15.57. 16.21 15.89 
France 793 l franc 12.12 12.24 11.94 12.42 12.18 
Greece 724 100 drachmas 170.33 121.53 104.29 123.35 120.93 
Spain 785 100 pesetas 74.72 75.48 73.60 76.60 75.10 
Hol land 794 1 florin 31.50 31.82 31.03 32.29 31.66 
India 543 100 rupees*** 894.98 903.98 -- ied 899.48 
[reland 782 l pound*** 116.14 117.30 -- -- 116.72 
Japan 784 100 yen 31.55 31.87 31.08 32.34 31.71 
Yugoslavia 718 100 dinars 141.29 142.71 122.46 144.84 142.00 
Canada 788 1 Canad. dollar 70.97 71.69 69.90 72.76 71.33 
Kuwait 770 l dinar*** 296.75 299.73 -- -- 298.24 
Lebanon 752 l pound 20.52 2u.72 20.21 21.03 20.62 
Libya 651 1 dinar*** 293.79 296.75 -- -- 295.27 
Luxembourg 790 100 francs 176.85 178.63 174.19 181.29 177.74 
Norway 796 l kroner 12.05 12.17 11.87 12.35 12.11 
Portugal 779 100 escudos 96.54 97.52 83.68 98.97 97.03 
FRG 795 1 mark 34.17 34.51 33.65 35.03 34.34 
United States 787 1 dollar* 86.99 87.87 85.68 89.18 87.43 
Switzerland 797 l franc 39.74 40.14 39.14 40.74 39.94 
Sweden 798 l kroner 11.72 11.84 11.54 12.02 11.78 
Turkey 627 100 pounds 48.38 48.84 41.91 49.57 438.60 
Great Britain 789 1 pound** 146.44 147.92 144.24 150.12 14,.18 

799 100 lira 6.06 6.12 3sa2 6.21 6.09 


Langladesh, 
Brazil, Ecuador, Greece, Iceland, Kampuchea, Colombia, Lebanon, Pakistan, 


Napal and 

















POLAND 


SPECIAL CURRENCY EXCHANGE RATES EFFECTIVE 15 NOVEMBER 1982 
Warsaw TRYBUNA LUDU in Polish 15 Nov 82 p 7 


[Text] Announcement of Exchange Rates Table No 48/82, effective 15 November 1982, 
by Stalislaw Majewski, president, Polish National Bank, on 15 November 1982. 


Ll. Fkoreign-currency exchange rates in zlotys for countries of the first payments 
area [socialist countries] for commercial and noncommercial payments remain 
unchanged. 


In purchases of traverlers' checks for rubles, issued by the USSR Foreign Trade 
Bank and payable outside the USSR in the currency of the country where cashed, 
an exchange rate of 11,831.50 zlotvs per 100 rubles is applied. 


Il. Foreign-Currencvy Exchange Rates in Zlotys for Countries of the Second 
Payments Area [Capitalist Countries]. 


[Table on following page] 
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Exchange Rates Table No 48/82 

















Curr Foreign Exchange Money 
Count ry Sy mb Currency Purchase Sales Purchase Sales Average 
ee 4 5 l 2 6 
Saudi Arabia 771 l rial*** 25.49 25.75 -- -- 25.62 
Australia 781 l Aust. dollar 82.01] 82.83 80.77 84.07 82.42 
Austria 786 100 schillings 483.22 488.08 475.94 495.36 485.65 
Belgium 791 100 francs 174,99 176.75 172.35 179.39 175.87 
Denmark 792 l kroner 9.67 9.77 9.53 9.91 9.72 
Finland 780 l markka 15.78 15.94 15.54 16.18 15.86 
France 793 l franc 12.01 12.13 11.83 12.31 12.07 
Greece 724 100 drachmas 119,57 120.77 103.64 122.57 120.17 
Spain 785 100 pesetas 73.89 74.63 72.77 75.75 74.26 
Holland 794 l florin 31.16 31.48 30.69 31.95 31.32 
India 543 100 rupees*** 898.61 907.65 -- -- 903.13 
Ireland 782 1 pound*** 115.46 116.62 -- -- 116.04 
lapan 784 100 yen 32.08 32.40 31.60 32.88 32.24 
Yugoslavia 718 100 dinars 129.55 130,85 112.29 132,80 130,20 
Canada 788 l Canad.dollar 71.93 72.65 70.84 73.74 72.29 
Kuwait 770 1 dinar*** 299.24 32.24 -- -- 300,74 
Lebanon 752 1 pound 20.69 20.89 20.37 21.21 20.79 
Libya 651 1 dinar*** 296.20 299.18 -- -- 297.69 
Luxembourg 790 100 francs 174,99 176.75 172.35 179.39 175.87 
Norway 796 l kroner 11.99 12.11 11.81 12.29 12.05 
Portugal 779 100 escudos 95.54 96.50 82.81 97.94 96.02 
FRC 795 1 mark 33.87 34.21 33.36 34.72 34.04 
United States 787 1 dollar* 87.71 88.59 86.39 89.91 88.15 
Switzerland 797 l franc 39.35 399.75 38.76 40.34 39.55 
Sweden 798 l kroner 11.64 11.76 11.47 11.93 11.70 
Turkey 627 100 pounds 59.34 59.94 51.44 60.35 59.64 
Great Britain 789 1 pound** 145.17 146,63 142.98 148.82 145.°, 
Italy 709 100 lira 5.91 5.97 5.12 6.06 5.94 
* Valid also in clearing accounts with the following countries: Bangladesh, 


Brazil, Ecuador, Greece, Iceland, Kampuchea, Colombia, Lebanon, Pakistan 





Peru and Turkey. 


** Valid also in clearing accounts with the following countries: Nepal and 
Pakistan, 


eke The Polish National Bank does not purchase money in these currencies. 


CSO: 2600 /91 
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YUGOSLAVIA 


MEASURES PROPOSED TO STRENGTHEN ECONOMY 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 28 Oct 82 p 8 
[Article by Katarina Sekulic: "Something New, Something Old") 


[Text] What is the essence of certain new ideas and bolstered old ideas 
which, along with many other activities, are to open up the process of 
strengthening the economy's position? 


There is hardly any official document which does not include a paragraph to 
the effect that the economy's ability to form csvital and to reinvest needs to 
be increased, and (here is even a specific dociwm«.* on that topic. There is 
no doubt that those documents exist, but it is not good that these are mainly 
just “words on paper," since practice is constantly refuting the views which 
have been adepted. The most impressive datum is that the position of organi- 
zations in .e economy is now less favorable than before enactment of the con- 
stitution and the Law on Associated Labor. That is, their share in the social 
product realized is down from 72 percent in 1974 to 67 percent in 1981. As 
for income earned, the share of the economy has dropped from 67 percent in 
1974 to 6%.3 percent in 1981. 


Specialists of the Federal Bureau of Social Planning estimate that because of 
unrealistically low depreciation and unrealistic valuation of assets by com- 
parison with market value, about 10 percent of the value of fixed capital in 
the economy has been dissipated in recent years. Over the last several years, 
to be sure, there has been a certain increase in the reproductive capacity of 
OUR's [organization of associated labor] in the economy, but this is almost 
symbolic. Thus in 1979 it rose 0.! percentage point over the previous year, 
in 1980 1.3, and in 1981 another .4 percentage point. 


Without the Right Therapy 


The causes of this situation are well known, but they are being corrected very 
slowly because of a number of objective and subjective circumstances, but also 
because the right therapy has not even been proposed as yet for some of them. 

The causes and consequences have been mentioned and enumerated more frequently 
than one has been able to hear specific solutions about what should be done to 
increase the share of OUR's in the distribution of the social product. One of 
factors principally at fault for the present situation is certainly our general 
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habit of living beyond our means. This has been done by individuals, by 
OUR's, and by the government as well. If the situation concerning this cause 
could not have been altered overnight, since we are talking about a long-range 
procesé, about changing the mentality and outlook of the consumer, many other 
more operational solutions need not have waited for better times. 


Now it appears that the line has been drawn even in this respect, since within 
the framework of the extensive activities related to preparation of the docu- 
ments which are being drafted, the views contained in the Basic Premises of 
the Long-Range Economic Stabilization Program are being supplemented, and cer- 
tain specific solutions are also being proposed. The reference is to certain 
ideas and proposals which have yet to be discussed on a broad basis. They ac- 
tually supplement and concretize the general effort to increase income through 
more efficient work and conduct of economic activity. The desire is also well 
known--it was formulated back at the Third Congress of Self-Managers when it 
took the position that the accumulation of OOUR's [basic organization of asso- 
ciated labor] should increase more rapidly, and funds for expenditure more 
slowly, than the growth of income. Recently we have had occasion to hear a 
general demand that a certain redistribution of the social product has to be 
carried out. 


New Ideas on Taxation 


Which brings us to the matter at hand. It has been proposed that the tax bur- 
den on OUR's be reduced and that this be accomplished in the framework of the 
changes which are to be made in fiscal policy. To ve sure, the proposed grad- 
ual reduction of the share of the turnover tax in total budget revenues is 
also to be accompanied by a relative increase in the share of so-called direct 
taxes--paid out of the income of OUR's, the tax on the total income of indi- 
viduals, and the tax on income from farming. 


The raising of direct taxes presupposes progressive taxation of income, and 
this is supported by the generally adopted position that whoever has larger in- 
come should also contribute relatively more to build up resources to cover the 
costs of government. Related to this are the ideas of radical changes in the 
system of taxation of private farmers, where the idea is for this category of 
individuals to pay a progressive income tax in the same manner and at the same 
rates that apply to other individuals. This is being reflected on because in 
the present system of the tax on cadastre income it is symbolic, and, accord- 
ing to certain estimates, has a share of only 1.9 percent in the income earned 
from this activity. 

It is clear that relieving the economy of excessive legal obligations presup- 
poses that those needs be reduced to economically bearable proportions. This 
in turn points to the need to abandon the practice of budget financing of 
needs. It can immediately be said that this is where there will be the great- 
est number of problems, resistance and attempts to escape the inevitable 
changes. 


These are just some of the ideas which certainly will be present when the sys- 
tem of tax deductions and exemptions is appropriately worked out. There is 
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1lso a new idea about rigorous reduction of the resources which organizations 
of associated labor set aside in the form of mandatory pooling, contributions 
or compensations for development of the economic infrastructure--for fuel and 
power, for highways.... It has been proposed that these expenditures be in 
part incorporated into the price of the project, that is, into the price of 
the goods and services in such a way as to be prorated over a lengthy period 
of time. Attention should also be paid to the idea of reassessing the present 
obligations of OUR's which arise out of so-called contractual relationships 
and decisions of assemblies of the economy's associations. The reference is 
to charges for bank services, for making payments and collections, to the rev- 
enues of general associations or chambers. All of these revenues are increas- 
ing, and it is likely that this is the basis for the increased size of the 
staff in those institutions as well as for the high personal incomes. 


A More Specific Approach to Exceptional Advantages as Well 


it his also been proposed that a gradual transition be made to economic de- 
preciation, which, put most briefly, would reimburse the diminished value of 
capital assets as they wear out. In this connection a proposal has been made 
on ongoing revaluation of capital assets, which would be carried out at the 
times of the regular statements of financial results if inflation exceeds a 
certain tolerable limit. 


Commitments to the effecc that the portion of income which is the result of 
exceptional advantages should be assigned to development are set forth, we re- 
mind our readers, in the constitution and Law on Associated Labor, but in prac- 
tice they are invoked in a very small number of cases. Now one can also hear 
certain concrete proposals aimed at practical realization of that view. There 
have been, for example, suggestions that this portion of income be exempted 
from the tax base and applied dire: tly to development. It is being proposed 
at the same time that the portion of income which arises from a price increase 
specifically adopted for purposes of development as well as income realized 
because exceptional market circumstances come about be assigned directly to 
expansion of the material basis of operation. The ideas are also based on the 
premise that this issue should be regulated uniformly for the entire country, 
and it is advocated that agreements among the republics and provinces be 
signed, 


fo repeat, these are some of the ideas which still have to be talked about 

more widely. Yet it is encouragin; that something concrete has been initiated. 
Ihe debates to come, in which probibly certain different opinions will be 
heard, ought to begin as soon as possible so that there is enough time to fi- 
nolize the definitive proposals. Of course, not even those actions can in and 
of themselves manage to bring about the desired changes unless the truth is 
faced everywhere and unless people realize that days of modest living are com- 
ing, many valves are being shut of! which made it possible for us to spend 

what we did not have, to invest without saving, and to import what there was 


already enouch of. 


The most recent assessment of federal planners to Che effect that by the end of 
1985 a redistribution of the socia! product could increase the economy's share 
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in the social product from the 64.2 percent it was in 1980 to 70 percent, 
which was the figure in 1970. This is no mistake, we are talking about the 
need to achieve what already did exist so that then, along with the changes 
taking place in the domain of financing expanded reproduction, a process would 
be opened of new shifts in the long-range aspiration for the economy to be 
stronger and richer. 
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YUGOSLAVIA 


DISTRIBUTION OF BUSINESS INCOME JAN-SEP 1982 EXAMINED 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 28 Oct 82 p 8 
[Article by D. Brdar: "Costs Cutting Into Earnings"] 


[Text] In the January-September period the gross income of the Yugoslav econ- 
omy rose 30 percent, but material costs rose 43 percent. Allocations for non- 
economic purposes rose 50 percent, there was a considerable growth of budgets. 


Though very significant measures to prevent excessive expenditure and also or- 
ders maximizing prices have been in effect now since midsummer, even in Sep- 
tember the Yugoslav economy was unable to change the direction in the conduct 
of its business to its own advantage. For, along with the very high growth of 
the economy's direct revenues, all types of material costs and payments to the 
noneconomic sector have continued to increase considerably faster. Payments 
for capital investment projects and into the budgets of sociopolitical commnu- 
nities likewise increased considerably, though certain encouraging shifts are 
suggested in the case of these latter payments. 


The most recent preliminary figures of the Social Accounting Service of Yugo- 
slavia show that the receipts included in the gross income of the economy in 
September rose 30 percent, which is slightly more than 843 billion dinars. 

The economy's direct income rose a total of 6,757 billion dinars over the 9- 
month period. This large growth of revenues is nevertheless surprising, since 
prices are frozen, and output is growing at a minimal rate. What is the ba- 
sis, then, for the larger revenues of the economy? 


Material costs in the conduct of the economic activity also increased consid- 
erably in September, and that considerably more than revenues. Costs were ac- 
tually up all of 43 percent, so that their value over the entire 9-month pe- 
riod amounts to a total of about 5,302 billion dinars. At the same time ap- 
propriations for the noneconomic sector also increased considerably, by 50 
percent. Though this is 3 percent less than in August, it is still far from 
what was planned. Both costs and noneconomic expenditure, then, are growing 
at a rate which was not anticipated. The fact that the growth rates of both 
items are somewhat less than in August represents a minimal nudge in the de- 
sired direction. But certainly far from what was planned. 














The average picture of the gap between the revenues and expenditures of the 
Yugoslav economy only partially expresses the situation from republic to re- 
public to republic. The largest difference in any republic is in the economy 
of Montenegro, which in September had a 26-percent larger gross income, while 
material costs were up all of 56 percent. Distributions for the noneconomic 
sector in that republic were up only 13 percent, and that was the smallest 
growth in Yugoslavia. Contrary to current economic trends in Montenegro, in 
Bosnia-Hercegovina the ratio between the growth of revenues and that of mate- 
rial costs is very favorable. The economy of Bosnia-Hercegovina increased its 
revenues 32 percent, while material costs rose 31 percent. Allocations for 
the noneconomic sector increased 22 percent in the republic, which comes imme- 
diately after Montenegro in the national rundown. The figures for the other 
republics and provinces show a variable picture of the situation. The largest 
growth of revenues was in Vojvodina--36 percent, and the smallest in Kosovo--9 
percent. The economy of Slovenia also increased its revenues less than the 
average Yugoslav growth--the growth rate was 21 percent. Macedonia was 
slightly better than Slovenia, but still below the Yugoslav average. Serbia 
proper, with a growth rate of 34 percent, and Croatia with 31 percent are in 
the group whose revenues grew faster than the average. 








The picture of the trends of material costs from republic to republic shows 
the following Lines of development. Montenegro, as we have already said, had 
the fastest growth. It was followed by Croatia with a growth rate of 51 per- 
cent, and then Serbia proper with 47, Slovenia with 43, Vojvodina with 40, 
Macedonia with 32, and Bosnia-Hercegovina with 31 percent. The smallest 
growth of material costs was in Kosovo--13 percent. 


As for appropriations for the noneconomic sector, they were far below the na- 
tional average in all republics and in both provinces. Only Croatia was above 
the average. Croatia has a share of about 19 percent in the total growth for 
these appropriations, which amounted to 28.5 billion dinars. 


In the period January-September investments were 25 percent larger than over 
the same period last year. They have increased fastest in Bosnia-Hercegovina-- 
45 percent, and least in Slovenia--9 percent. Since the July laws have been 
in effect restricting expenditure on capital investments, their growth has 
slowed down quite evidently, but the anticipated decrease has not occurred. 
Excessive amounts are still being invested in noneconomic facilities--invest- 
ments are on the average 40 percent larger than over the same period of last 
year. Payments on investment projects in the economy were up 44 percent. 

Over the last 9 months a total of 179.6 billion dinars have been set aside for 
these purposes. The pooled capital of production organizations represents a 
share of 26.9 billion dinars in this. 


By comparison with the previous month, the growth of investment with pooled 
capital is down 6 percent. 


At the same time distributions for SIZ [self-managing community of interest] 
in the social services, SIZ for housing, and also local communities rose 46 
percent. Lendings through banks were up 29 percent, and there was also an in- 
crease of budgets of opstinas, republics, provinces and the Federation. Op- 
stina expenditures were up 34 percent, that of the republics and provinces 
were up 30 percent, and that of the Federation up all of 57 percent. 
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